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$ FBCXBLEMS OF BECONSTBUCTION 

y 

and because it will be necessary for us to restor A 
the normal order as quickly as possible. These \ 
brief statements outline the task of this volume. I 
Our purpose is first to study the growth of war/ 
control and indicate its results, and second to 
present some of the leading problems of recon- 
struction. 

To a considerable extent, neutral countries, also, 
are confronted with questions of war control and 
reconstruction. War measures have been enforced 
on many of them partly as a means of carrying 
out their agreements with belligerent countries 
regarding the distribution of imported commodi- 
ties. To some extent, control has been made 
necessary by the disturbance of their industries 
due to other results of the war. The requisition- 
ing of much of the world's shipping deprived all 
countries of facilities for sending commodities 
to market and of obtaining raw and finished prod- 
ucts in return. This has of necessity disturbed 
their industrial and commercial life.^ Even the 
control of foodstuffs and fuel has been made neces- 
sary in many neutral countries owing to the limited 
supplies, and in some instances investments are 
controlled and commerce regulated in a manner 
which suggests the methods of the belligerents.' 
Other tendencies may be noted. The world over, 
the war has afforded a stimulus to some industries, 

— notably to those which supply urgent war needs, 

— and has occasioned the depression of others. 
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it has afforded a great stimulus 

gaiarally* This was the course of 
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are underg^xiiig rapid' eapansion, 

the eiploitation of fcnreign markets is 

unusual success.* In short, the in- 

t^ war have set industry everywhere 
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adjustments are, to a large extent. 

But it is possible that the upheaval 

period of control and protection 
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i^t any event, a reconstruction 

tm all the nations. This brief 

sufficient to make dear the 

war control nor reconstruction 
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VB^MUma OF BECONSTBUCnON 



ccmifitMms will require readjustments in many 
ecmntries just as at the present time some measure 
of regulation is necessary. 

In the United States the institution of a war 
organization has produced a number of epoch- 
[aking changes. On the side of control, such 
[ies have been brought into existence as the 
Council of National Defense, the War Industries 
Board, the War Trade Board, the Food, Fuel, ahd 
Bailroad Administration, the War L^bor Board, and 
the Labor Policies Board.^ A new group of or- 
ganizations has thus been superimposed on the 
peace establislunent. The effect of this control 
ramifies into every department of industry. We 
are in the midst of a new industrial order in which 
industrial managers no longer possess full freedom 
to establish their policies, and in which goods no 
longer flow to consumers in their customary vol- 
ume, nor at all times through their ordinary 
channels. Industry is firmly controlled and is 
made to accomplish certain purposes prescribed by 
the laws and designated by the administrative 
boards. 

What we have just said refers principally to the 
war organization. The operation of this war ma- 
chine produ6es important effects on industry. The 
stream of raw materials which, in normal times, 
flows to the peace industries, receives a new direc- 
tion. Now it moves in large volume to the indus- 
tries which contribute to the war, and in a smaller 

^ Cf . GhiHPB. fli a. 4. 
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it builds up» under direction, a 
which are now of the greatest 
, and at the same time puts an 
upcm the others which, if uncon- 
ecmqpete with vitally important en- 
tile ehanents of production. 
0m organization be continued into the 
f Has industrial society gone over 
to* the new order? With reference to 
pHites, there is abundant evidence to 
1^ war iMTganizatMrn is r^arded as 
Ifill JlMMBt of the war laws a definite 
"^^bseit tanmination. In the case of 
j&iek this is the aid of the war when 
MUb$' of sudb termination shall be 
jj^llpdaimed by the President." ^ 
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6 FBOBLBMS OF RECONSTBUCTION 

of the Espionage Act is limited to the war period,^ 
and a similar provision is made in section 11 of 
Trading with the Enemy Act for the terminaticin 
of import control.' The Railway Control Act^imd 
the War Finance Corporation Act alsp^-^tS^tain 
definite limits for their effectiveness.^ Moreover, 
President Wilson has assured the country in a 
number of his proclamations that the laws were 
designated to meet manifest emergencies and that 
he hoped the operation of the acts would disturb 
the normal course of industry as little as possible. 

Thus, in explaining the powers asked of Con- 
gress to deal with the food question the President 
said in May 1917 : '"It is proposed to draw a sharp 
line of distin^ion between the normal activities of 
the Grovemment represented in the Department of 
Agriculture in reference to food production, con- 
servation, and marketing on the one hand, and the 
emergency activities necessitated by the war in 
reference to the regulation of food distribution and 
consumption on the other. . « . The proposed 
food administration is intended, of course, only to 
meet a manifest emergency and to continue only 
while the emergency lasts. Since it will be com- 
posed for the most part of volunteers, there need be 
no fear of the possibility of a permanent bureaucracy 
arising out of it. All control of consimiption will 

1 Cf . Public No. tt4, efftib Congress (B. R. 201)» p. 9. 
* Cf. Public No. 91, 65tli Congress (H. R. 4900), p.^ 14. 
> a. PubUc No. 107, Offth Congress (S. 975ft), p. 8; Public No. 121, 
mh Congress (S. 8714), p. 10. 
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• WBrnuam of bbconsteuction 

Srom these statam^ts it is dear that the in- 
tentioii is to dissolve the war organization as 
IHt>mptly as possible after the conclusion of peace. 
But many diMculties will be encountered. Emer- 
gency measures have cut new channels in industrial 
and social life. New relations have been created 
between Grovemmmt and industry, between pro- 
ducers and consumers, and between employers and 
laborers.^ The reasoning of both practical men 
and theorists is now based on new premises ob- 
tained from the war experience. In many in- 
stances, war measures have created a new class of 
vested interests, including capitalists who have 
founded industries under the expectation that the 
Grovemment will continue to give aid and pro- 
tection, including, also, groups of people to whom 
control brings an advantage, and other groups who 
are afraid that unregulated readjustments to peace 
conditions will bring disaster to business, and in- 
cluding, finally, thousands of Government employees 
who will lose their positions when the war organiza- 
tion is dissolved. Besides, if war control meets with 
a measure of success, an argument will be provided 
tar its continuance. Control has greatly strength- 
^led the position of those who formerly urged such 
a step and who now find it actually in practice. 
When the time comes, therefore, to reconstruct 
industrial society, the burden of proof will rest 
upon those who wish to make the change. 

Illustrations of some of these arguments may 

1 a. C]i»i»i. Ik 4, 5. 
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10 FBOBLEMS OF BECX)NSTBUCTION 

have said that ''there are two aspects from which 
we can consider this problem. The first is the as- 
pect of our immediate necessities as a war measure, 
and the second, the broader aspect of the world 
need after peace ; for conditions growing out of the 
war disturbance to production will have the most 
material effect on the whole agriculture of the 
world for many years subsequent to peace/' We 
have pointed out in another place that many of 
Mr. Hoover's arguments used in favor of war con- 
trol of foodstuffs will probably be valid for the 
reconstruction period.* 

In European countries, where statesmen have had 
a longer period to study these matters, definite pro- 
posals have been made to extend some of the war 
laws into the future. It is the opinion of many 
members of the British Labor Party that the con- 
trol over importation of certain important raw 
materials, inaugurated as a war policy, should be 
made a permanent part of the English industrial 
system.' But demands for the continuation of 
some features of the new order come from another 
source. Referring to supervision over imports and 
eaports. Sir Albert Stanley, president of the Board 
of Trade, said: "The Grovemment now controls 
practically the entire trade of the country, and 
when the war comes to an end, so complete a trans- 
formation will take place that it will be impossible 
immediately to bring the system to a stop. The 

1 Cf . Chap. 7. 

* New Bepubtic* XIV, No. 172» pt. 11, p. 0. 
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» FBOBtBMS OF BECONSTBUCTiOVr 

mmke rtiuly. The needs of the war have conyerted 
the country mto a great workshop fw war materials ; 
the ordinary peace industries have been rel^^ated 
to the background; as in the United States, the 
war industries have been given the right of way in 
the supply of men and materials, and a great war 
establishment has been created whidi will serve 
little or no purpose when peace is restored. The 
country will then be confronted with the serious 
problem of converting back again from a war to a 
peace industrial basis. But there is in prospect a 
shortage of material and financial resources. Thus, 
it is suggested that the wisest course to follow is 
to adopt the war idea of preference, so that indus- 
tries which serve the most pressing peace needs 
shall receive the first and largest share of the avail*- 
able resources. This, of course, implies the con-* 
tinuation of Government direction until industry is 
again firmly established. 

This phase of the problem is stated by an Eng- 
lish authority as follows : "The diflSculty which we 
foresee, and which is causing the greatest anxiety 
in the minds of many manufacturers, is how they 
are to find the working capital that will be neces- 
sary to enable them after the war to resume their 
pre-war sphere of operations, and even to extend 
these for the advantage of the many who will be 
requiring employment. The working capital, i.e.^ 
the sums required for stocks of raw materials and 
goods, and also for credits of customers, for the 
same turnout as before the war, will so long as 
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was written in the latter part of 1917. Hie 
English discussions quoted above are bearing cmt 
Fjrofessor Gray's predictions. At the time the 
promise to restore the peace status was made it 
was impossible to forecast the industrial results of 
the war. Now it has become evident that both 
control and other results of the conflict have cre- 
ated a situation which will require considerable 
Government intervention, at least during the period 
of reconstruction. It remains to be seen whether our 
experience will not be similar to that of England. 
To say that German experience has been the 
same as the English would not cover the whole 
case. Undoubtedly, many di£ScuIties would be 
encountered in restoring promptly the conditions 
as they existed in 1914, if that were the purpose; 
but one of the new features of the German situ- 
ation is that it is not the intention to restore the 
old order. Upon the basis of the war experience, 
and with a view to the future prospects of trade, 
marked changes are planned for the industrial 
system of the country. To quote a recent Com- 
merce Report: '*It is only to be expected that at 
the end of the war all powers cannot at once take 
free action, and when the Government declares that 
the State organization will not be necessary in all 
directions, but that, on the contrary, it is hoped 
that a great part of the economic life will be free, 
then it is undoubtedly well not to take too optimistic 
a view of the size of this free domain.'' ^ Thus far 

^ Ck>m. Bept., June 20, 1918, p. 1226. 



*^:ii,; 







\» 



^tftf' 



i sM»f :ijs 




■,•^■■i■*•,y?l 



18 fdanofid f Of tortile vb^ 
piiM^f^r H%M and oSs, hkieii and 
fl|mce* 

Mid eDougk to indicate what 

Mte tox tlie pfompt restoffatiim of 

CHPganizatkm that existed in 

-^il^pmm, country we have to face not mdy 

^ Govamment relation to raiboada 

but afao problems relating to the 

ilid ioparation of shipping, the tranirfer 

n^Q from military service and 

to tl^ peace establishments, the 

the restoration of the peace industries, 

of raw materials for new construe- 

Manufactures, and the restoration of 

in our foreign trade. In short, 

i inany important questions involved 

ih#i&itrial forces back into peace chan- 

iir &e gist of the reconstruction prob- 

ri^Wove govern control at once 

to drift back to a peace basis, 

tl^ dirMt the process ? If the latter, 

we employ ? These two questions 

bdinre we can begin to solve all 

iask cMfronting us is enormous. 

iia^srtaken lightly or upon hasty or 

It requires most careful con- 

fMonstruction measures will 

Ihe course of our industry. 

|)foUan <rf reomstructicm is 

W- idS these questions. It is 



.:^p,^,,^^±j^ 






¥m: 
















M FBaBLBMS OF BBOONSTEUCTION 

impossible to state now how these problems diotiM 
be solved, because their solution should be based 
on a careful study of the war measures and thmr 
results and on the general effect of the war on in* 
dustry. But it is possible to state in this place 
what some of the general principles are that should 
guide us in this work. Reconstruction measures 
should not be designed for the benefit of any par- 
ticular class, interest, or industry, nor even for the 
benefit of any particular nation. Reconstruction is 
a world problem. Owing to the dependence of the 
parts of the world on each other, every nation is 
concerned with the measures of the other. The 
test of the reconstruction policy in every case, 
whether it applies within national boundaries or to 
international industrial relations, is that the meas- 
ure should be designed to guarantee and safe- 
guard progress. In short, the goal is the main-« 
tenance of progress and the equitable distribution 
of its benefits. If it is still our opinion that in- 
dividual initiative and private incentive are neces- 
sary for that end, the spur of private interest should 
fee strictly preserved. If it is thought that progress 
can be best obtained by a large measure of gov- 
ernment direction, that should be our course. The 
purpose of the study of reconstruction in every 
country should be to decide upon a national indus- 
trial policy, and our study should have progressed 
sufficiently by the ^id of the war that at least the 
outlines of that policy will be clearly in view. It 
would be unfortunate if we had to adopt more 
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^wmdear. It should be explained that 
iMit ifyncmymous with ]<estoration or re- 
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ipf France and Belgium, nor the re- 
Fumbled soldiers and seam^i. It has 
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irhieb will take into account the 
abmit by the war. . 
)bI IJie report^ the subcommittee of 
Burty gave even a wider mean- 
l^o quote from the report : ''What 
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|Qi the nation^ industry, no longer 
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aharii^ of the proceeds among 
M^tmy capacity and only among 
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18 FBOBLEBIS OF BEOONSTBUCTION 

these, and the adoption, in particular services and 
occupations, of those systems and methods of ad* 
ministration and control that may be found, in 
practice, best to promote the public interest." ^ 
Elsewhere the report reads: ''It behooves the 
Labor Party, in formulating its own program for 
reconstruction after the war, and in criticizing the 
various preparations and plans that are being made 
by the present government, to look at the problems 
as a whole. We have to make clear what it is that 
we wish to reconstruct. It is important to empha- 
size the fact that, whatever may be the cas^with 
regard to other political parties, our detailed prac- 
tical proposals proceed from definitely held prin- 
ciples. We need to beware of patchwork. The 
view of the Labor Party is that what has to be 
reconstructed after the war is not this or that Gov- 
ernment department, or this or that piece of social 
machinery; but, so far as Britain is concerned, 
society itself.'* ' 

Apparently the author of the report is of the 
opinion that the time has come to make over society 
on the new model. But, however lofty the aim, or 
pure the ideal, we are not yet ready for such a 
thoroughgoing system of reconstruction. The old 
maxim natura nan facU saUum is as true for social 
and industrial changes as for those occurring in the 
physical world. Habit and custom are the great 
stabilizers preventing society from swinging too far 
away from the nortnal. Even the most roseate 

1 New BepubUc XIV» No. 172» pt. 11, p. 1. ^Ibid. 
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yU^mi^ of the reconstruction committees 
pttAmg a practical solution of the peat- 
that have grown out of the war. 
||r;;to aeeure a prompt and safe readjust- 
eon^Utions, to do justice to all ele- 
, and to promote progress. 

IkA of Cromer and oUien, p. 14, eiL W. H. 
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CHAPTER n 

WAR CONTROL 

Food Pbodugts 

Thb war has produced material changes in the 
industrial organization of the country. Upon the 
peace establishment has been superimposed a war 
control which ramifies into all the important fields 
of industry. Not only have some of the fynda- 
mental domestic industrial relations undergone 
change, but foreign economic relations as well no 
longer exist as before. The war statutes, with the 
control they impose, together with regulations in- 
volved in numerous voluntary measures, are only 
partly responsible for the new conditions. To a 
great extent the war itself, with its demands for 
men and materials, is responsible for changes quite 
apart from those produced by the control involved 
in the war laws. 

War creates exceptional conditions affecting trad- 
ing, and it is found necessary to bring the various 
grades of buyers and sellers under restrictions. 
War on a modem scale also requires the nation to 
husband its resources of men, materials, and credit. 
Conservation and economy must be practiced in 
these respects. All other uses than those of the 
nation must be diminished or postponed. More- 

20 
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in the United States has been de- 
m rekitivd^ few acts.^ Both as a 
italtites, iwd of various vduntary 

iJHtfc CoQgraM, S. S188 (Amended War Bkk In- 
ik «Mi Googmi* H. B. 8S1 (Eqnoiuige Act) ; 
CtaliNM H. B. 9071 (Urgent DefidetM^^ Act); 
<J9i^^ (WarTKzBOl); PaUicNo. 

4m (Food Act); Pablie No. 91, e5th Con- 
wMi the Eaemy Act) ; Public No. 90, S5th 
I^JMinded War Bkk Inraiance); Public No. 
ijSmiAni^ etc); Public No. 106, 05th Con- 
iiy^; Public No. 107, 05th Coogieii, & 
PdbKe No. ISl, 05th Coogieii, S. VtlA 
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measuiesy control has been rapidly extended until it 
includes foods, feeds, fuel including fuel oil and 
natural gas, fertilizers, and the raw materials neces- 
sary for their production, and tools, implements, and 
machines used for the production of the above com- 
modities. Control also includes railways, tele- 
graph and telephone lines, and shipping, and the 
regulation of prices and profits in many industries 
which administer to government and civilian con- 
sumption. To a considerable extent, also, the 
supply of labor and capital is brought under con- 
trol ; ^ less essential uses are either not served at all, 
or with diminished portions. By systems of prior- 
ity a number of materials are ranked in order of 
preference, and industries and consumers are served 
in that order. The priority system has recently 
been applied to a certain extent to the supply of 
unskilled labor.' ' Finally, not only are the imports 
and exports of the country imder control, but 
American products destined for consumption in 
neutral countries are brought under careful super- 
vision, even within the neutral countries. This, 
of course, is worked out through coSperation with 
designated associations within those countries. The 
growth of control has produced many new indus- 
trial features and is pregnant with many possibil- 
ities for the future. 

The joint resolution declaring a state of war 
between the United States and Germany was ap- 
proved by the President April 6, 1917. For some 

^Ct. infra. « O. B.» July 15, 1918, p. 2. 
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agendes **have sought to serve as a 

which the best professional and 
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;: Thus, this organization has be- 

imiiortant connecting link between 

and the business of the country. 
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of tlie Cooncil of National Defense* p. 0» 
fJUbmr^ f^ CongraM), n^. 40 ff. 
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control operates throui^ some of the di?iriiHi8 of 
the Council. This is a new feature in the ccmdtict 
of war. But the essential thing from our pres^it 
point of view is that it creates a new rdation be- 
tween Government and industry — a relation which 
enables State and industry to work in greater har- 
smony. 

To cover the field e£Fectively, a number of oHn- 
mittees were created, subordinate to the Council. 
Among these were the committees on coal pro- 
duction, shipping, inland waterways, and wom^s 
defense work, the general munitions board, the com- 
mercial economy board, and the aircraft produc- 
tion board. The Advisory Council, also, is assisted 
by a large number of subordinate bodies. In many 
cases these are grouped by industries, the members 
of the committees being representatives of the par- 
ticular industries.^ As the Grovemment expanded 
its war activities it was found necessary to create 
new organizations which gave opportunities for 
better adjustments. On July 28, 1917, the Council 
of National Defense, with the approval of the 
President, created the War Industries Board, — 
a body which has since developed into a large or- 
ganization.' This board fimctions as the Grovem- 
ment clearing house for the war industrial needs. 
One of its important activities is to assist the pur- 
chasing departments of the Army and Navy; in 
this activity it often acts in conjunction with the 

^Fint Annual Report of the Council of National Defenae (1917)* 
pp.97ff. *0. B., Aug. 9^1918^-p. 8. 
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In addition to the national body, state ooimeib 
of defense were promptly formed. Like the Na^ 
tional Comicil, '^the State bodies are subdivided 
into committees dealing with many phases of de- 
fense work -^ military, publicity, transportation, 
finance, food, industries and labor, minerals, medi- 
cal, science, legal, educational, coordination of in- 
dependent societies." ^ On August 9, 1917, it was 
announced that State councils had been formed in 
all 48 States and in the District of Columbia. Some 
were created by act of the legislature and received 
appropriations. Most of them ^^ extended their in- 
fluence by the creation of a state-wide system of 
local organization based on the county as the unit, 
but sometimes reaching down as far as the school 
districts and municipalities." ' The section of the 
Council of National Defense on ^^ CoSperation with 
States" coordinates the activities of all the bodies 
within the nation.' 

The war has called into existence also great or- 
ganizations in connection with the administration 
of the Food, Espionage, Trading with the Enemy, 
and other acts. These will be discussed ia con- 
nection with our discussion of those acts. 

It is probable that, sooner or later, some form of 
food control would have been adopted in the United 
States even if the country had not entered the 

^ O. B., Aug. 9, 1918» p. 3. 

* Ibid, For the various activities of the state councils see O. B.» 
June 11, 1917, p. 3; June 18, 1917, p. 5; July 19, 1917, p. 11; Nov. 
ftStp 1917, p. 3; Dec. 18, 1917, p. 3; Jan. 7, 1918, p. 3. 

* First Annual Beport Ck>uncil of National Defense, p. 101. 
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l#iM^^ wb&di liierMfled the 

nt^JH^g^ttod and France in obtaining food« 

fiim^ Ifli^ parts of the world, in* 
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ilf tibe consumer were due in part to specu- 

;|lli^ii, that export prices were subject to the 

illbd buyers, and that ccmtrol was neces- 
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itos. ''The situation is new," said Mr. 

|r^ /'^^e old distributive saf^^uards are torn 
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llqpiKrt transportation." * 
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p<»nt to the rapid changes of prices 
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tibe Cliicago market, No. 1 northern 
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to IJbe adoption of some sort of food control to 
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A|^ 7, 1917, p. 1S28. 

UmI Fia. Chion.» April 7, 1917, p. 1888; April 

« O. B., July 11, 1917, p. 8. 
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April; from $2.65 to $S.40 during May; from ^.49 
to $S.10 during June, and from $2.17 to $S.OO dur- 
ing July.^ In this connection, Mr. Hoover urged 
tliat the ^'unbearable increase in the margin be- 
tween producer and consumer is due not only to 
rank speculation, but more largely to the wide mar- 
gin of profit demanded by every link in the diain 
(of distribution) to assure them from the great 
hazards of trade in the widely fluctuating and 
dangerous price situation during a year when all 
normal stabilization has been lost through the 
interruption of world trade and war." ^ With the 
^itrance of the United States into the war special 
reasons arose for control. This country was now a 
participant and was vitally interested in the out- 
come. It became necessary to lend active aid to our 
associates. Moreover, if e£Fective work was to be 
done in this country, it was necessary to guard 
against the evils of industrial unrest sure to arise 
with mounting prices. 

President Wilson outlined the administration 
food control plan on May 19. He proposed to draw 
a *' sharp line of distinction between the normal ac- 
tivities of the Government represented in the De- 
partment of Agriculture in reference to food pro- 
duction, conservation, and marketing on the one 
hand and the emergency activities necessitated by 
the war in reference to the regulation of food dis- 
tribution and consiunption on the other." Meas- 

^ Annual Report of the Chicago Board of Tradcp 1917» pp. 62 ff. 
•d.B., July 11, 1917, p. 8. 
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IfNifiiie the President announced his plan, 

Ito #i^pear in Congress covering various 
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IfMliba^^ the fixing of prices/' '^to pro- 

# foodstuff s in the manufacture of 

% 1^. 4; also quoted in Com. and Fiii. duon.. 
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idcoholic liquors," ^Ho license corporations engaged 
in storing food products and in interstate trade,'' 
"to punish speculators/' "to prohibit dealing in 
futures," "to regulate pr<^ts," and "to punish 
monopolizers of food products." ^ 

On May 7, 1917, a bill was reported favorably in 
the House covering a portion of the President's plan 
as subsequently stated. June 11, this bill was re- 
placed by another ' which, after meeting much hard 
sledding both in the House and Senate, finally re- 
ceived the President's signature August 10 as Public 
No. 41, — the present food-control bill. Both the list 
of commodities to be included and the methods of 
control were stumbling-blocks throughout the de- 
bates. It proved difficult to enact a measure which 
would pass muster in both houses, as is shown by 
the history of the bill.' So vexing were the numerous 
amendments that Mr. Lever was led to exclaim on 
July 24 that "the delays upon this food bill almost 
amount to a national scandal." ^ At one time the 
question of one-man or three-man control threat- 
ened to hold up the bill. Of a sunilar purport was 
an amendment oflFered June 22 by Representative 
Montague of Virginia defining the power of the 

^ Cong. Record, 65th Cong., 1st Seas., pp. 1722, 2042, 2080, 2085, 
2164, 2575, 2777, 5635, 7919. * H. R. 4961. 

* Favorably reported June 11 ; amended and passed by the House, June 
23. Referred to Senate committee of Agriculture and Forestry, June 25 ; 
amended and passed the Senate, July 21; House disagrees to Senate 
amendments and agrees to conference, July 24; conference reports in 
Senate and House, Aug. 2, 3. Cf . Cong. Record, 65th Cong., 1st Sess., 
pp. 4189, 4196, 4356, 5367, 5430-5434, 5473, 5709, 5720, 5733. 

* Cong. Record, 65th Cong., 1st Sess., p. 5432. 
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||0^aMrt0t oiit of 189 against the licensing pro- 

ijpM# 1^ Objected to this dause on the ground 

il imi iBieonstitutional and that it gave the 

lei^ative powers. Another attempt to 

1llijif0 of the President was in an amend- 

iii#!il^^ Jvij 21 by Senator Owais of CHda- 

liii^^ for a joint C!ongressional committee 

in the conduct of the war.^ Hiis 

Ibiil^isd later when the President urged (July 

f I eould only interpret the final adopticm 

ilS m arising from a lack of confidence in 

Wilscm's plan, as outlined above, re- 
Hi]^ to the control of foods, but during the 
ik eoomderable number of other articles 
ikd by amendments. The additions in- 
^ wool, leather, iron and steel, copper. 
Even the r^^ation of prices of man- 
ijpdduets was urged with considerable ap- 
^0l|i& time, to compensate the farmer for 
of food prices.* Amendments also 
hd&tal pturchase and sale of flour, 
iiHi potatoes, with provision for requi- 
purposes.* Nor did coal oper- 

€oog^ lat SesB., p. M68. ^Ihid., p. 68iS. 
•ad Fbi. CauxHi., July 98, 1917, p. 841. 
C0Og^ Ut SesB., p. 54S8. 
p9rf.»41Sl ff^ M80, M88, and piovidoiis in 
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ators and oil magnates escape attention, for amend- 
ments provided for taking over of these indus- 
tries.^ "Bone dry'* provisions at one time caused 
considerable trouble. 

The act as approved provided for the control of 
'^ foods, feeds, fuel including fuel oil and natural 
gas, and fertilizer and fertilizer ingredients, tools, 
utensils, implements, machinery, and equipment re- 
quired for the actual production of foods, feeds, and 
fuel.'* * The act makes it imlawful for any person 
wilf uUy to destroy any necessaries for the purpose 
of enhancing the price or restricting the supply; 
knowingly to commit waste or wilfuUy to permit 
preventable deterioration of any necessaries in con- 
nection with their production, manufacture, or dis- 
tribution; to hoard, monopolize, or attempt to 
monopolize, either locally or generally, any neces- 
saries ; to engage in any discriminatory, imf air, or 
deceptive practice, or to make unfair or unreason- 
able charges in handling and dealing with any of 
the necessaries. It was also made unlawful to 
"conspire, combine, agree, or arrange with any 
other person, (a) to limit the facilities for transpor- 
tation, producing, harvesting, manufacturing, sup- 
plying, storing, or dealing in any necessaries; (6) 
to restrict the supply of any necessaries ; (c) to re- 
strict distribution of any necessaries; (d) to pre- 
vent, limit, or lessen the manufacture or produc- 
tion of any necessaries in order to enhance the price 

^ Cong. Record, 64tli Cong.» 1st Sess., pp. 8561 ff., 89S7 ff., 4181 ff. 
* Public No. 41, 65th Ccng., H. R. 49^1. 
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Seetion H p. 6. 
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law he may employ any agency or agencies, ae* 
cept the service of any persons '^without compen- 
sation,^' and use other means to make the act 
eflfective,^ 

From this brief summary of the bill, the reader 
may get some idea of the changes it will produce in 
our present economic relations. ^'The whole food 
control system/* it was said recently, "while an 
outgrowth of necessity, embarks the United States 
upon a field of enterprise which has heretofore been 
entirely foreign to its principles and practice of gov- 
ernment and which, both in the practical working 
of the system and in its general effect upon the 
governmental methods and policies, will neces- 
sarily have to be developed by a process of ex- 
periment." ' 

While the student of reconstruction is interested 
in the methods employed in working out various 
phases of war control, he thinks principally of the 
results, for reconstruction problems grow out of the 
results of the war and of war control. These ques- 
tions will be discussed in later chapters. Accord- 
ing to section 24, the act is designed only as a war 
measure. Apparently, it will be repealed automat- 
ically when the fact and the date of the termination 
of the war with Germany are proclaimed by the 
President.* 

The second portion of President Wilson's food 
plans was covered in another act dated August 10.^ 

1 Sections 1, 2» p. 1. > Journal of Polit. Boon., XXV, p. 847. 

•Section 24, p. 9. * Cf. anie, p. 88. 
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This measure is significant for our present study 
only because it indicates another tendency in the 
relation of government to industry, namely, the 
increase of promotion or beneficial work.^ Ap- 
propriations were made for a nfimber of purposes. 
A grant was made of $885,000 for use in prevention, 
control, and eradication of diseases of live stock, and 
for the conservation of meat, poultry, dairy, and 
other animal products. Also, $2,500,000 for pro- 
curing, storing, and furnishing seeds, the proceeds 
of sale to be used as a "revolving fund" until June 
30, 1918. For the prevention and eradication of 
insects and diseases injurious to plants the ap- 
propriation was $441,000. Another amount, 
$4,348,000, was granted for "increasing food pro- 
duction and ehmination of waste and promoting 
conservation of food by educational and demon- 
strational methods, through county, district and 
urban agents." Finally, the sum of $650,000 was 
to be devoted to miscellaneous work of the De- 
partment of Agriculture, including special work in 
making estimates of crops, aid to agents in various 
states supplying farm labor, for enlarging the in- 
formational work of the Department, and to defray 
expenses in printing and distributing emergency 
leaflets, posters, and other publications.^ Section 
27 of the food act had already appropriated 

* Cf. ante, p. 28. 

' Public No. 40, 65ih Congress : " An Act to provide further for the 
National security and defense by stimulating agriculture and facilitating 
the distribution of agricultural products." 
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In addition to the national body, state councils 
of defense were promptly formed. Like the Na- 
tional Council, "the State bodies are subdivided 
into committees dealing with many phases of de- 
fense work — military, publicity, transportation, 
finance, food, industries and labor, minerals, medi- 
cal, science, legal, educational, coordination of in- 
dependent societies." ^ On August 9, 1917, it was 
announced that State councils had been formed in 
all 48 States and in the District of Columbia. Some 
were created by act of the legislature and received 
appropriations. Most of them "extended their in- 
fluence by the creation of a state-wide system of 
local organization based on the county as the unit, 
but sometimes reaching down as far as the school 
districts and municipalities." * The section of the 
Council of National Defense on "Cooperation with 
States" coordinates the activities of all the bodies 
within the nation.' 

The war has called into existence also great or- 
ganizations in connection with the administration 
of the Food, Espionage, Trading with the Enemy, 
and other acts. These will be discussed in con- 
nection with our discussion of those acts. 

It is probable that, sooner or later, some form of 
food control would have been adopted in the United 
States even if the country had not entered the 

1 0. B., Aug. 9, 1918, p. 3. 

> Ibid. For the various activities of the state councils see O. B., 
June 11, 1917, p. 3; June 18, 1917, p. 6; July 19, 1917, p. 11; Nov. 
22, 1917, p. 3; Dec. 18, 1917, p. 3; Jan. 7, 1918, p. 3. 

' First Annual Report Council of National Defense, p. 101. 
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war.^ The shortage of shipping, which increased the 
difficulties of England and France in obtaining food- 
stuffs from more remote parts of the world, in- 
creased their dependence on us. Meanwhile, Ameri- 
can stocks were diminishing.* Both conservation 
and stimulation of production were urged a^ the im- 
mediate policy for this coimtry.' This was part 
of Mr. Hoover's plan in April 1917. Indeed, some 
of Mr. Hoover's arguments for food control ap- 
plied as well to the conditions before we entered 
the war as after. He urged, for example, that the 
hardships of the consumer were due in part to specu- 
lative prices, that export prices were subject to the 
will of allied buyers, and that control was neces- 
sary on account of shipping difficulties within the 
United States. "The situation is new," said Mr. 
Hoover; "the old distributive safeguards are torn 
away by isolation from the reciprocal markets 
abroad, the extinction of a free export market, and 
of free export transportation.*' * 

During the months from April to August the 
consumer could point to the rapid changes of prices 
on the grain exchanges as the source of much of his 
trouble. On the Chicago market. No. 1 northern 
spot wheat ranged from $2.05^ to $2.93 during 

1 Cf. Com. and Fin. Chron., April 21. 1917. "The Administration, 
it is said, has long been considering the possibility that the United 
States might have come to the adoption of some sort of food control to 
insure a satisfactory conclusion of the war with Grermany." 

« Com. and Fin. Chron., April 7, 1917, p. 1S28. 

' Cong. Record, Com. and Fin. Chron., April 7, 1917, p. 1328; April 
14, 1917, p. 1447. * O. B., July 11, 1917, p. 3. 
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April ; from $2.65 to $3.40 during May ; from $2.49 
to $3.10 during June, and from $2.17 to $3.00 dur- 
ing July.^ In this connection, Mr. Hoover urged 
that the ^^ unbearable increase in the margin be- 
tween producer and consumer is due not only to 
rank speculation, but more largely to the wide mar- 
gin of profit demanded by every link in the chain 
(of distribution) to assure them from the great 
hazards of trade in the widely fluctuating and 
dangerous price situation during a year when all 
normal stabilization has been lost through the 
interruption of world trade and war." ' With the 
entrance of the United States into the war special 
reasons arose for control. This country was now a 
participant and was vitaUy interested in the out- 
come. It became necessary to lend active aid to our 
associates. Moreover, if effective work was to be 
done in this country, it was necessary to guard 
against the evils of industrial unrest sure to arise 
with mounting prices. 

President Wilson outlined the administration 
food control plan on May 19. He proposed to draw 
a "sharp line of distinction between the normal ac- 
tivities of the Government represented in the De- 
partment of Agriculture in reference to food pro- 
duction, conservation, and marketing on the one 
hand and the emergency activities necessitated by 
the war in reference to the regulation of food dis- 
tribution and consumption on the other.** Meas- 

^ Annual Report of the Chicago Board of Trade, 1917» pp. 62 ff. 
« d. B., July 11, 1917, p. S. 
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ures administered through the Department of 
Agriculture were to be handled as in normal times ; 
but "the powers asked for over distribution and 
consumption, over exports, imports, prices, pur- 
chases, and requisition of commodities, storing, and 
the like, which may require regulation during the 
war, will be placed in the hands of a commissioner of 
food administration appointed by the President and 
directly responsible to him/' Thus, the President 
asked CongresiS for power to authorize inquiries into 
the existing stocks of foodstuffs, to learn costs and 
practices in the producmg and distributmg indus- 
tries, to prevent unwarranted hoarding, to requisi- 
tion when necessary food supplies for the public 
use. Authority was also asked to establish prices 
**but not in order to limit the profits of the farmers, 
but only to guarantee to them when necessary 
a minimum price which will insure them a profit 
where they are asked to attempt new crops, and to 
secure the consume against extortion by breaking 
up comers and attempts at speculation when they 
occur by fixing temporarily a reasonable price at 
which middlemen must sell/' ^ 

Even before the President announced his plan, 
bills began to appear in Congress covering various 
aspects of the food problem. A reference to their 
titles suggests their scope and purpose : "To regulate 
prices," "to authorize the fixing of prices,'* "to pro- 
hibit the use of foodstuffs in the manufacture of 

^ O. B.» May 21, 1917, p. 4 ; also quoted in Com. and Fin. Chron., 
May 26, 1917, p. 2072. 
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alcoholic liquors/' '^to license corporations engaged 
in storing food products and in interstate trade," 
"to punish speculators," "to prohibit dealing in 
futures," "to r^ulate profits," and "to punish 
monopolizers of food products." ^ 

On May 7, 1917, a bill was reported favorably in 
the House covering a portion of the President's plan 
as subsequently stated. June 11, this bill was re- 
placed by another * which, after meeting much hard 
sledding both in the House and Senate, finally re- 
ceived the President's signature August 10 as Public 
No. 41, — the present food-control bill. Both the list 
of commodities to be included and the methods of 
control were stumbling-blocks throughout the de- 
bates. It proved diflScult to enact a measure which 
would pass muster in both houses, as is shown by 
the history of the bill.' So vexing were the numerous 
amendments that Mr. Lever was led to exclaim on 
July 24 that "the delays upon this food bill almost 
amount to a national scandal." * At one time the 
question of one-man or three-man control threat- 
ened to hold up the bill. Of a similar purport was 
an amendment offered June 22 by Representative 
Montague of Virginia defining the power of the 

1 Cong. Record, e5th Cong., 1st Sess., pp. 1722, 2042, 2080, 2085, 
2164, 2575, 2777, 5635, 7919. « H. R. 4961. 

' Favorably reported June 11 ; amended and passed by the House, June 
23. Referred to Senate committee of Agriculture and Forestry, June 25 ; 
amended and passed the Senate, July 21; House disagrees to Senate 
amendments and agrees to conference, July 24; conference reports in 
Senate and House, Aug. 2, 3. Cf . Cong. Record, 65th Cong., 1st Sess., 
pp. 4189, 4196, 4356, 5367, 5430-5434, 5473, 5709, 5720, 5733. 

* Cong. Record, 65th Cong.» 1st Sess., p. 5432. 
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President as "hereinafter provided," thus specify- 
ing and limiting the control. The opponents of the 
proposed licensing system for foods and fuel were 
able to cast 66 out of 189 against the licensing pro- 
vision.^ They objected to this clause on the ground 
that it was unconstitutional and that it gave the 
President legislative powers. Another attempt to 
limit the control of the President was in an amend- 
ment offered July 21 by Senator Owens of Okla- 
homa, providing for a joint Congressional committee 
on expenditures in the conduct of the war.^ This 
was dropped later when the President urged (July 
23) that "I could only interpret the final adoption 
of section 23 as arising from a lack of confidence in 
myself." ' 

President Wilson's plan, as outlined above, re- 
ferred only to the control of foods, but during the 
debates a considerable number of other articles 
were included by amendments. The additions in- 
cluded cotton, wool, leather, iron and steel, copper, 
and lumber. Even the regulation of prices of man- 
ufactured products was urged with considerable ap- 
proval at one time, to compensate the farmer for 
the control of food prices.* Amendments also 
provided for federal purchase and sale of flour, 
meal, beans, and potatoes, with provision for requi- 
sition for military purposes.* Nor did coal oper- 

^ Cong. Record, 65th Cong.» 1st Sess., p. 5468. > Ibid., p. 6842. 

• Quoted from Com. and Fin. Chron., July 28, 1917, p. 341. 

* Cong. Record, 65th Cong.» 1st Sess., p. 5433. 

^Ibid., pp. 3561 ff., 3987 ff., 4131 ff.» 5430, 5433, and provisions in 
the act. 
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ators and oil magnates escape attention, for amend- 
ments provided for taking over of these indus- 
tries.^ "Bone dry'* provisions at one time caused 
considerable trouble. 

The act as approved provided for the control of 
"foods, feeds, fuel including fuel oil and natural 
gas, and fertilizer and fertilizer ingredients, tools, 
utensils, implements, machinery, and equipment re- 
quired for the actual production of foods, feeds, and 
fuel.'* ' The act makes it unlawful for any person 
wilfully to destroy any necessaries for the purpose 
of enhancing the price or restricting the supply; 
knowingly to commit waste or wilfully to permit 
preventable deterioration of any necessaries in con- 
nection with their production, manufacture, or dis- 
tribution; to hoard, monopolize, or attempt to 
monopolize, either locally or generally, any neces- 
saries; to engage in any discriminatory, unfair, or 
deceptive practice, or to make unfair or unreason- 
able charges in handling and dealing with any of 
the necessaries. It was also made unlawful to 
" conspire, combine, agree, or arrange with any 
other person, (a) to limit the facilities for transpor- 
tation, producing, harvesting, manufacturing, sup- 
plying, storing, or dealing in any necessaries; (6) 
to restrict the supply of any necessaries ; (c) to re- 
strict distribution of any necessaries; (d) to pre- 
vent, limit, or lessen the manufacture or produc- 
tion of any necessaries in order to enhance the price 

^ Cong. Record, 64th Cong., 1st Sess., pp. 3661 ff., 39S7 ff., 4181 ff. 
* Public No. 41, 65th Ccng., H. R. 4961. 
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thereof, or (e) to exact excessive prices for any 
necessaries ; or to aid or abet the doing of any act 
made unlawful by this section/* 

The act empowered the President, if he deemed 
it essential, to license the importation, manufacture, 
storage, mining, or distribution of any necessaries. 
Section 11 gives the President power under certain 
conditions to purchase, store, provide storage facil- 
ities for and to sell for cash at reasonable prices, 
wheat, flour, meal, beans, and potatoes. The pro- 
ceeds of such sales are to be used as a "revolving 
fund for further carrying out the purposes of this 
act." Power is given, under certain conditions, to 
requisition and take over for use or operation of the 
Government, any factory, packing house, oil pipe 
line, mine, or other plant where necessaries are 
produced. Authority is given, also, to guarantee 
the price of wheat, but "the guaranteed prices for 
the several standard grades of wheat for the crop 
of nineteen hundred and eighteen, shall be based 
on number one northern spring or its equivalent at 
not less than $S.OO per bushel at the principal in- 
terior primary markets.** ^ The provisions of the 
act relating to the control of fuel are discussed in 
the next chapter. 

The act provides penalties for infraction of the 
law, and the President is authorized to make "such 
regulations and to issue such orders as are essen- 
tial effectively to carry out the provisions of this 
act.** To further accomplish the purpose of the 

^ Section 14, p. 6. 
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law he may employ any agency or agencies, ac- 
cept the service of any persons "without compen- 
sation/' and use other means to make the act 
eflfective.^ 

From this brief summary of the bill, the reader 
may get some idea of the changes it will produce in 
our present economic relations. "The whole food 
control system,'* it was said recently, "while an 
outgrowth of necessity, embarks the United States 
upon a field of enterprise which has heretofore been 
entirely foreign to its principles and practice of gov- 
ernment and which, both in the practical working 
of the system and in its general effect upon the 
governmental methods and policies, will neces- 
sarily have to be developed by a process of ex- 
periment." ' 

While the student of reconstruction is interested 
in the methods employed in working out various 
phases of war control, he thinks principally of the 
results, for reconstruction problems grow out of the 
results of the war and of war control. These ques- 
tions will be discussed in later chapters. Accord- 
ing to section 24, the act is designed only as a war 
measure. Apparently, it will be repealed automat- 
ically when the fact and the date of the termination 
of the war with Germany are proclaimed by the 
President.' 

The second portion of President Wilson's food 
plans was covered in another act dated August 10.* 

1 Sections 1, 2, p. 1. « Journal of Polit. Econ., XXV, p. 847. 

• Section 24, p. 9. * Cf . mie, p. 28. 
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$10»000,000 to purchase nitrate of soda to be dis- 
posed of to faniiers for cash at cost.^ 

Some steps had already been taken to inaugurate 
food administration before the passage of the food 
control bill. On April 7, the Council of National 
Defense, by resolution, asked Mr. Hoover to take 
the chairmanship of the committee on food supply 
and prices.^ His knowledge of the European situ- 
ation, and his work with the Belgian Relief Com- 
mission, promised to make his services especially 
valuable. As the work was outlined for the new 
chairman, he was to '^report to the council such 
experiences as European governments have had, 
and advise as to proper methods of preventing re- 
currence, so far as practicable, of the evils arising 
out of speculative prices, and to stimulate increased 
production of all food supplies/' • 

When President Wilson formulated his plan of 
food control on May 19, he stated that he had in- 
vited Mr. Hoover to undertake the new task of food 
administration and that the invitation had been 
accepted. 

The food problem of the United States, as Mr. 
Hoover conceived it, was "to secure the eflFective 
and economical distribution of these supplies; to 
induce as large an export surplus for the benefit of 
our allies as we can; to protect our requirements; 
to ask the whole community to assist us in build- 
ing lip this surplus by every eflfort of economy we 

^ Public No. 41, 65th Congress, p. 18. 

* Com. and Fin. Chron., April 21, 1917, p. 1555. < Ibid, 
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Under the caption of "Win the war by giving your 
daily service/' the people were urged to save wheat, 
meat, milk, fats, sugar, and fuel. In the case of the 
perishable foods, the advice was to "double their 
use and improve your health," and to depend on 
local supplies as far as possible. The rules also in- 
volved the observance of one wheatless day a week, 
and the use of beef, mutton, or pork only once a 
day.^ All this was voluntary, of course, as the 
form of the statement indicates. 

Administration, under the new act, was inaugu- 
rated the same day the act was approved, namely, 
August 10, with the appointment of Mr. Hoover as 
federal food administrator.' 

The principal features of American food admin- 
istration are the development of control through a 
system of licensing, special measures for meeting 
the wheat and sugar situation, voluntary arrange- 
ments with producers of the lesser essentials, and a 
voluntary system of conservation as applied to the 
ultimate consumer which involved the organization 
of communities for the purpose of economy. We 
may discuss the development of food control under 
these captions. 

According to the Food Act, the licensing system 
does not include retailers; for the purpose of the 
law "a retailer shall be deemed to be a person, 
corporation, firm, or association not engaged in the 
wholesale business whose gross sales do not exceed 

^ Com, and Fin, Cliron.» July 14, 1917» p. 182. 
* O. B., Aug. 11, 1917, p. 1. 
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HMplm^iitil Collg., •eetioii 5, p. 8. 




40 PROBLEMS OF BECONSTR^CTION 

these was dated August 14 and became effective 
September 1. This required all persons, corpora- 
tions, or associations engaged in^the storage, man- 
ufacture, and distribution of wheat and rye to take 
out a license before the date named above, or suf- 
fer the penalties. The system was shortly extended 
by the proclamation effective November 1, 1917, to 
include producers and distributors of beef, pork, 
mutton, fish, poultry, eggs, milk, butter, cheese, 
flour, sugar, cereals, lard, beans, peas, fruits, certain 
vegetables, several varieties of canned goods, and 
other commodities.^ Bakers, hotels, restaurants, and 
others consuming over ten barrels of flour monthly 
were brought under regulation by prodamation ef- 
fective February 16.' Likewise, on the same date, 
licenses were required of persons, firms, or corpora- 
tions handling commercial mixed feeds, malsters 
(except brewers of malt liquor who do not malt 
their own grain), manufacturers and distributors 
of copra, palm kernel oil, and peanuts, salt water 
fishermen not already licensed, certain canners, and 
producers of tomato soup, catsup, and other tomato 
products.' Subsequent proclamations brought un- 
der regulation producers and distributors of certain 
kinds of fish, operators of poultry and egg packing 
plants, ginners, buyers, etc., of cotton seed, pro- 
ducers of fermented beverages containing more than 
a certain per cent of alcohol.* The fertilizer industry 

» O. B^ Oct. 10, 1917, p. 2; Nov. 1, 1917, p. 1. 

« /6ta.. Nov. 12, 1917. 

s Ihid., Jan. 14, 1918, p. 8. « Ibid., May 15, 1918, p. 2. 
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]aw» and licensees are subject to the 
l^penilties. Nor is the system voluntary 
IWteilers, for they too must not violate 
of the act lest punishment over- 
is brought out clearly in the 
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instructions given by Mr. Hoover on August 23, 
1917, to food administrators from nineteen States 
who were summoned to Washington. They were 
advised that their work was to ^* correct abnor- 
malities that have crept into trade by reason of the 
world disturbance''; and that the food adminis- 
tration *^ feels justified by its experience so far in 
counting on the patriotic cooperation of the great 
bulk of business men'' ; but they were told that "if 
any persons try to exploit the country in this time of 
war, they should not hesitate to take steps to see that 
the drastic powers that Congress had conferred upon 
the food administration in such cases are employed." ^ 
The licensing system has for years been a familiar 
method of controlling the liquor business. The 
new feature is its application to the vast number of 
enterprises which come within the scope of the 
food act. Whether applied to liquor, or to foods 
and other products, the effectiveness of the system 
depends partly on the thoroughness with which the 
local administrators enforce the orders, and partly 
on an adequate information service which quickly 
brings to light infractions of the law. Early in the 
development of the system, Mr. Hoover found it 
necessary to learn the practices of the merchants. 
He therefore called upon Mr. John Skelton Wil- 
liams, comptroller of the currency, to request 
national banks in cities and towns of over 3000 
population to indicate persons who might be wiU- 

1 0. B., Aug. 24, 1917, p. 7; Com. and Hn. Chion.* Sept. 15, 1917» 
p. 1059. 
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i^^pik^^ desired inlomiatkm. At 

Mtiil itedk th^ were to infwm them- 

ptkm barged by retail grocers and 

difilefs for thirty principal commodities 

to tlie food administration.^ This work 

0^^^^iiB9^^ of the control program the 

MI^WlMll^ have^ been organized to a considarable 
fpill lor iafo^ service. Betail price ccm^ 

il^Eifl^bl^ are expected to render weekly r^Kirts 
pill^lfiefil i^ administrators and to the statistical 
ill Waahington. Where the reports are 
isid car^ully prepared, the retailer whose 
axe imf air has smaU chance of escape. 
jpir Tiiid ngnificant feature of this phase of 
^ the organization ot consumers, under 
i direction, for their own protection, 
ia loll of promise, but whether used for 
^^i0bmmr purposes its success depends on 
and persistence of the volunteer re- 

IMiHie of large manufacturers and distribu- 

mformation is obtained both by rep- 

ii the food administration and of the 

Wh^ecostsof production are sought, 

is usually obtained through the 

iion. We shall discuss this 

filldier the caption of the price policy 
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What has been said hitherto refers prindpaUy to 
the scope of the lic^ising system. Rules had to be 
worked out to prevent hoarding, waste, charging 
unreasonable prices, and to effect the standardi- 
zation of certain products. It was announced on 
October 81 that no licensee would be permitted to 
**keep on hand or have in possession or under con- 
trol by contract or other arrangement, at any time, 
food commodities in a quantity in excess of the 
reasonable requirements of his business for use or 
sale by him diuing the period of sixty days,** or to 
''sell or deliver to any person any food commodities 
if the licensee knows, or has reason to believe, that 
such a sale or delivery will give to such person 
a supply ... in excess of his reasonable require- 
ments for use or for sale by him during the period 
of sixty days next succeeding such sale or delivery.'* * 
With some commodities the limit was thirty days* 
supply. Exceptions were made of sales to the 
United States and the Allies, of commodities used 
for seed purposes, and of certain commodities which, 
at certain seasons of the year, existed in consider- 
able abundance, such as fruits, vegetables, eggs, 
poultry and dairy products. No licensee was pro- 
hibited from having on hand less than a carload of 
any commodity, in addition to a carload in transit. 
This nile has been changed from time to time to 
meet new emergencies.* 

The standardization of certain bakery products 
was announced November 11, after an investigation 

» O. B, Oct. 81, 1917, p. 1. • Ibid. 
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Hikeimrpose of this new meMuie 

fiNiiift tl^ aEiet of public baking and ^&b- 

0^isNmA9 to reduce the waste ci flour, 

^ use of sugar and lard. Hie 

^tf Hiiie INide Commissicni made dear that 

IMrodudng the largest number of 

the hji^est cost, that the lai^ loaves 

liiOii etNioim^ than the small, that the 

^ki0~ltMfpSo^ qualities were bettar, and that 

losses were less with large than 

^mnu Ibaves. According to the new rules, 

Wtte required to produce loaves of given 

and were instructed to use flour, 

lifdy and shortening in certain propor- 

lelion of bakery products, wilful waste, 

c^ returned bread, and the perform- 

which would circumvent the rules 

t of the price policy, the method 

"^iSie Food Administration has been to 

through profits and middlemen's 

Hian to fix prices directly. Indeed, 

iSoover: ''The food bill ccmtains no 

'0mmm9 and no price-fixing in a I^^ 

a^empted, and there has been no 

||iiNBQ|i^iti(m below the profiteering 

'i section 5 of the food act pro- 

r^ isir pp. h «; Nov. ifu p. 8. 

tfe 1W7, p. V. 
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vides that ''the PrefiSd^it may, in lieu of any such 
unjust, unreasonable, discriminatory, and unfair 
storage charge, conunission, profit, or practice, 
find what is a just, reasonable, non^iiscrimi- 
natory and fair storage charge, commission, profit, 
or practice, and in any proceeding brought in any 
court such order of the President shall be prima 
facie evidence." ^ Under the authority of this 
section, the President issued the proclamation of 
November 27, 19l7, authorizing the Food Ad- 
ministrator 'Ho find that a just, reasonable, and 
fair profit is the normal average profit which per- 
sons engaged in the same business and place ob- 
tained prior to July 1, 1914, under free competitive 
conditions ; to indicate, if he shall see fit to do so, 
what margin over cost will return such a just, 
reasonable, and fair profit; and to take such legal 
steps as are authorized by said act to prohibit the 
taking of any greater profit." * 

In order to enforce these regulations it has been 
found necessary to eliminate certain trade methods 
which might affect costs and prices, hence the ndes 
against unnecessary transactions, resales within the 
trade save for justifiable reasons, and the policy of 
keeping goods moving on a direct line to the con- 
sumer ; thereby unnecessary charges are prevented 
and chances of deception reduced. 

The adoption of the price policy named above 
has made radical changes in the peace-time methods. 
Producers of specified articles can no longer take 

^ Public No. 41, pp. 2 and 8. * O. B., Nov. 30, 1917, p. 1. 
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^ msii^^ ehaiiges to altar the price of 
; tw, mocM^&ng to the rules, the prices 
CQ the profit margin and not on market 
^a^§l0$ma^mt vahie. This principle was applied 
jl0tl^^l^^ November 1, 1917, which in- 

#|liii beef, mutton, pork, sirups, molasses, cleaned 
iiiiiild titie fiour, lard and lard substitutes, various 
goods and other commodities. Thus, the 
pNlieribed that wholesaler's profits for the 
ifliyes are to be governed *'by the price he 
pays for the goods he sells, and not by the 
maricet . conditions/' ^ Such regulations 
' ^j^isfi j^ extended until they cover the 
producers and distributors of **neces- 
JHeoording to the new rules effective March 
^M^giiial storers of poultry in cold storage 
are allowed an advance over cost not 
per c^it; a commission merchant 
^n poultry for an original storer may 
llMEimission not exceeding 5 per cent on 
pl'vliie poultry; and a wholesaler, jobber, 
of hotels and institutions may receive 
%^ cost to each dealer of 5 per cent, 10 
15 p& cent respectively. * A similar 
pM made with r^ard to eggs.^ In 
cf canned goods, the producer was 
margin between cost and sell- 
dtepaided on the article and the 
for com, "No. 2, standard," 
ibrnts per dozen ; for *'No. 2, extra 

1^ S; s Ihid., Maidi 1^ 19ia» p. d. 
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Standard/' 22 cents; for **No. 2, fancgr/' 80 cents; 
and a similar arrangement for peas and tcmiatoes.^ 
Tlie9e margins were based on a study by the Fed- 
eral Trade Commission. In many cases profit 
margins for commodities have been arranged after 
conference with the industries in question.^ 

In the case of flour and feed, the Food Adminis- 
tration stated from time to time the prices for va- 
rious localities it regards as **fair/' According to 
the original regulations, millers were allowed a 
maximum gross margin of 25 cents a barrel, based 
on their annual business. The figuration of this 
margin encounters considerable difBculty because of 
the seasonable nature of the business; but by a 
recent ruling, millers who find themselves with an 
excess over the 25 cents at the end of the fiscal year 
may release themselves from the difficulty by sell- 
ing a sufficient amount to the Food Administration 
or to the Army and the Navy to liquidate the sur- 
plus. The accounts of millers are audited by the 
Enforcement Division of the Food Administration.' 
Some difficulties have arisen, also, as to what ele- 
ments should enter into cost for the purpose of fig- 
uring profits; the question is largely whether ex- 
cess profits taxes should be included. According to 
a decision sent to millers June 17, neither excess 
profit nor income taxes may be added. 

1 0. B., April 26, 1918» p. 4. 

*/&{(£., Sept. 13, 1917/p. 1; Sept. 18, p. 3; Sept. 20, p. 6; Sept. 21» 
^.1; Sept. 26, p. 1; Oct. 22, p. 6; Oct. 25, p. 7; March 2, 1918» p. 2; 
March 18, p. 1 ; April 18, p. 8; April 26, p. 4; June 6, p. 10, 

•O.B., July 13, 1918, p. 11. 
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MigpM^^iiNmi^ «bwe fcfer to mmxi^ 
%Minsm, etc. Beo»tfy, the Food 
Itiui Muioutteed a plan lyy wlueh m^ 
Wbmi^^^he brouj^t within tlie scope ci 
it9s0bi^^sm. He plan is to establidi ^'faar 
Iflplh^Mi^ to be published in practically every 
MU$^ta^^ lliaGte lists are to be con-' 

liMi^ ecmmiittees ccnnposed of rq^vres^oitatives 
^(^H^klifimSimf retaflars, and consumers. Each com* 
ji to have detailed rq>orts of actual whole- 
j^jees» and with the aid of these will ascertain 
iiiargins tor retailers. By this plan, there- 
i|i«ices to consumers will r^resent cost of 
ll^lili^^ plus a reasonable chai^ for handling 
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^P^ that one of the characteristics 

#|0d program was the method of solving the 

MMi ttugiur problems. VHieat was selected 

tieatment by the Food Administration 

llhNBause it was so designated by the Food 

fittiiy because it is one of the most im- 

fiitiiiles of consumption. It was deemed 

lalqfioftant both to stimulate production 

lii^i^^ omsumers with wheat products at 

jpioe as possible. The shortage of the 

liiiqpfy, difficulties in obtaining wheat 

|4i|i^9iBiary world sources, shipping trou- 

dependence of the Allies on the 

and the home demands for the 

||ieeulation, were other factors in- 
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volved. Said the President in his prodamation of 
August 30, 1917, fixing the price of wheat: "The 
Food Act has given large powers for the control of 
storage and exchange operations, and these powers 
will be fully exercised. An inevitable consequence 
will be that financial dealings cannot follow their 
usual course. Whatever the advantages and dis- 
advantages of the ordinary machinery of trade» it 
cannot function well under such disturbed and 
abnormal conditions." ^ 

The committee appointed by the President to as- 
certain a fair price for wheat for Government pur- 
chases reported August 30, recommending $2.20 a 
bushel at Chicago for nimiber one northern spring 
wheat or its equivalent. A differential was stated 
for the various markets. For Kansas City, for 
example, it was 5 cents less ; for Duluth and Min- 
neapolis, 3 cents less; for St. Louis, 2 cents less; 
for Buffalo, 2 cents more, and for New York, 10 
cents more.^ The determination of a price for wheat 
which is produced under a great variety of costs 
was no easy matter. In solving the problem, how- 
ever, the committee was guided by the principle 
that a "fair price should be based on the cost of 
production for the entire country, plus a reasonable 
profit/' In arriving at costs, they relied on esti- 
mates for the crop of 1917 submitted by the De- 
partment of Agriculture, checked by independent 
investigation, and by evidence submitted by the 
producers and their representatives. 

^ O. B., Aug. 31, 1917, p. 1. > Ibid. pp. 1 and 2. 
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^^nte^4wd lA^ oiily authmisEes the 
^ll^0ijmm "^^ aooounty but to 

giiliAiM tlie ptfee for prospective crops.^ In ac- 
ottiNiiaoe. nifli this provision, on February 21, a 
flMi^muiikm was issued guaranteeing the price 
§mti$m 191S harvest at essetitially the price named 
ioi giP9«mnoBtt purchases, with slight changes due 
ti^ #i^ di^^pQAt^ of additional terminal madiets.* 
Cliii^ to the recent establishment of new freight 
tiiipi fa^ tl^ Bailroad Administration, it has been 
$^ili^mmmamry to raise the guaranteed price. The 
lipillpriw effective July 1, is $2^6.' 

"m^§ill^^i^i8» has changed its attitude in the method 
jMllgl^^ the price of wheat. In a recent 

appropriation bill, it attempted to take 

iy^ww out of the hands of the President, and 

pMra^teed price by statute. Section 14 of 

^lll? I^Tescribed a uniform minimum price for 

4iK^ nmrthem spring wheat of $2.40 a bushel.^ 

it pronq>tly vetoed the measure, urging 

iNiinhiistrative method of agreeing upon a 

puis this very great advantage, which any 

l^uSty would in a large measure destroy, 

a^lvantage of flexibility, of rendering pos- 

itage and in view of every change of 

i feadjustment which will be fair alike 

i^ consumer/' * He also urged that 

Ijpfttm would add upwards of $2.00 a 

','■ ' ' ■ .' ■ 

mit4. < O. B., Fdb. 25, 1918» p. 1. 

p.4. «a.H.R.9054. 

8^ My 18» 1018» p. 6. 
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barrel for flour, that it would force a correspondiiig 
increase in the price of Canadian wheat, and that 
the objections to the present price came mainly 
from sections of the country '* where, unfortunately, 
it has in recent years proved impossible to depend 
on climatic conditions to produce a full crop of 
wheat and where, therefore, many disappointments 
to the farmer have proved unavoidable/' * 

The arrangements for wheat in the food act made 
necessary the creation of a new government organ- 
ization. For two reasons machinery had to be de- 
vised for government purchase: to obtain wheat 
on government account and to maintain the guar- 
anteed minimum price. To effect the latter, it 
was necessary for the Government to enter the 
market and accept wheat at the guiaranteed amount. 
Following the precedent of the Emergency Shipping 
Corporation, the President, by executive order of 
August 14, 1917, authorized the creation of the 
Food Administration Grain Corporation with a 
capital of $50,000,000, all of which was owned by 
the Government. A wheat-purchasing division and 
auditing division were also created, and represent- 
atives were appointed resident in the various 
markets to administer the provisions of the new 
order .^ Even this large amount proved inadequate 
for the purposes of the act ; by another executive 
order, dated June 21, 1918, the capital was in- 
creased to $150,000,000 and the Food Administra- 
tion was directed to subscribe for the additional 

1 0. B., July 18, 1918» p. 5. > Ibid,, Aug. 16, 1917, p. 8. 
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0^i^^i^mm^U tbe United States and te lu^ 
i9ii|M^ m^M iSm fimdB appropriated 1^ seetJoii 
'100iimM^ llie cQiporatioii 18 autlkmae^ 

IttfiigMiMai^ tifae guaranteed jKribe all wheat offered 
%^#i^^^{^^ at any primary market named in 
tiM'^^piQdbniafckm of February 21. Bemittanoes 
'mfm0tiit&B ^ the government price less one per pent 
III ^iver iwhninistration e3q>enses on the basis of 
li|Qifeed wdc^te and grades. Thus a farmer may 
iM.)0bm to the grain corporation or to a oom- 
IliMim itieidbant. Country elevatc»rs and buyas 
iPl^W^^ receive fair compensation for thdr 
ii i i^i B i i i in l^a.yidllfi| f and marketuut oi iirain. and 
plil^llbl^^ for Slush service are a necessary <te- 
j|i^i* from the price of the wheat.* 

iugar problem is also encumbered with 
^fficultks. Unlike wheat, most of the 








' liiMMr oomfis from outside producers. Com- 

-^:'j ypPl |||t-^ the United States and foreign 

-'■.'^^mmH^^ limited supply, and the need of 

-^^1m and cane pro- 

'^''^ 'itiriber complicate the problem.' On Aug- 



^^^^^■HMW^-^^^ ^'^'^ placed on the export of all 
l%^MiMMilK^tihis country. The Cuban Government 
"'^*^™^%l^ted by embargoiBg sugar except 

States and the Allies.^ Meanwhile, 

ol September 7, effective October 

iiliiaufacturers, and refiners of sugar, 

'^iJ-> ... 

p. 1; June 8ff» 1018» p. 1. 
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sugar sirups, and molasses were put under liceilse.^ 
The purpose of this was to r^ulate prices, secure 
equitable distribution, and prevent speculation. 
An international sugar committee of five members 
was formed to arrange for the purchase and dis- 
tribution of the product whether for consumption 
in the United States or foreign countries. The plan, 
also, included an agreement on the part of the re- 
finers to obtain raw sugar under the direction of 
the International Sugar Committee and to work out 
a margin between the cost of the raw product and 
the selling price of refined. A committee was also 
appointed to superintend the distribution of beet 
sugar.* Meanwhile, about September 29, the Food 
Administration announced its intention of enter- 
ing into negotiations with Cuban planters for the 
purpose of fixing a price in New York which would 
be satisfactory to the producer and reasonable for 
the American consumer.* 

In the latter part of December, Mr. Hoover out- 
lined the steps taken to solve the sugar problem. 
Suspension of speculation in futures was effected 
largely through voluntary arrangement between the 
administration and producers and distributors. . An 
agreement was also made with beet sugar pro- 
ducers by which the price was fixed at $7.25 and 
provision made for an equitable distribution of the 
supply. Refiners of California and Hawaii agreed 
to maintain the beet basis in spite of the higher price 

^ WitJi certain exceptions. Cf . O. B., Sept. 15, 1917» p. 2. 

> O. B., Sept. 29, 1917, p. 3. > Ibid., Sept. 29, 1917» p. 1. 
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lm0#^^Smit h^ mse sugar. Ixmisiaiia producers 
Ig^BQii to &alt the price to $7.80 for granulated. 
Olkf^-mt^^ were the limitation of profits of 
fiiliifil^ whoieM^ and jobbers, a widespread 
pigpfigimdA inf 03^^ the public of the maximum 
p^&i&y should pay retailers, and a ruling that re- 
tari|iji» charging exorbitant prices would have their 
Mpd^ ait off .^ 

t|^^ remained for solution. To pre- 

11^ Iftlwlice to refiners, it was necessary to divide 
W0^-^ioi^p^s^^ sugar among the various factories 
if^iit m^ to their capacities. A committee of the 
jjllli^l^ was appointed for this purpose. 

'ISl^^ also^ to save shipping, to deter- 

•liM^ most economical sources from the trans- 
IIP^ of view of all the Allies, to arrange trans- 
Mi nmform rates, and to secure an equitable 
of sugar among the Allies and the 
^ites. This matter was put in the hands 
ll^iBttQifttee composed of three representative of 
Ikiglish, and Italian governments, two 
of American refiners, and a member 
Administration, 
it measures, the Food Administration 
flf^ |e<lace the price of sugar to the ultimate 
|i|^ to obtam a better distribution of the 
the country. On July 11, 1918, 
'^0St^§^bed the Sugar Equalization Board, 
ll partly to accomplish the purpose 

. /» |i|i. 7» S; Com^ and Fin. Chion., Dec. 15» 
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just named, and partly to facilitate joint dealings 
with the Allies in foreign sugars and to adjust dif- 
ferentials in oversea freight rates. Where pro- 
ducers, notably of beet sugar, cannot afford to sell 
at the agreed profit margin, the board, under cer- 
tain conditions, may purchase the output at a price 
which will enable such plants to continue in business. 
The plan includes the incorporation of the board 
for upwards of $5,000,000, which sum will be sup- 
plied by the President from his special funds, and 
the stock will be held by the President for the United 
States. The purpose of this arrangement is '^to 
absorb the high peaks of cost in sugar production 
and to make a small margin on the low cost of 
certain foreign sugars which may be purchased and 
thus secure an equalization of the price to the 
public on a lower level than will otherwise be pos- 
sible." ^ By this method it is hoped "to work out 
a price for the public upwards of one cent per pound 
less than would be the case if the price of sugar 
were advanced to a price that will cover the high 
peaks in costs from all quarters/' Apparently, 
the Government is to buy sugar to protect some of 
the high-cost producers who would be forced out 
of business at the prevailing profit margin, and will 
recoup the loss by purchases of the low-cost product. 
This plan, therefore, differs materially from the 
method of meeting the wheat problem where the 
guaranteed price is supposed to cover a fair margin 
of profit "for the country as a whole,*' which in- 

1 0. B^ July 12, 1018, p. 1 ; Bus. Dig., July 24, 1918» p. 140. 
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imceeovwi the atpeMii 

m^^^^i^^ shortage of sugar, it be- 

late in the spring of 1918 to plan 
'^iMin^ d the supply. The essential 
§dUI^^ order effective May 15 were tl^ 

lill^llioii of piodoo^rs of less essentiab to 80 per 
illl^ 1917 demands, and the cutting off &Ek^ 

i^M^^ ii^ppB^ from producers of nob-edible prod^ 
fipl fi@0q^ that the necessary manufactures of thb 
ilil^ed thdr requirements. Firms which ati- 
after April 1» 1918, were to reodlve 
ll^l^llllil^ those which increased their demands 
W&A date were denied further supply until 
iiodk was exhausted. Producers of ice cream 
^0moco :v^efe put in a preferred class. In case 
Ibtiliert it was deemed necessary to assure the 
of the surplus of milk to encourage the 
'^ iHltoiiest to maintain production. The con- 
MmMffff in the production of tobacco was 
III a nq(ligible quantity.^ 

conservation measures stop here. The 

y and the decrease in the amount of 

^ma Cuba, compelled a further cut. 

ii effective July 1, divided consumers 

In group A, candy producers were 

|M»' cent of their average consumption 

ppinths ending with September 1917; 

were entitled to 75 per cent. In 

canners were given their full 

gpi m», p; S05; O. B^ May 6» 1918, p. 1. 
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requirements ; in group C, public eating places were 
rationed on the basis of three pounds for each ninety 
meals served. Bakers, in group D» were entitled to 
70 per cent of their average consumption for the 
three months ending September 1917, or as an al- 
ternative, 70 per cent of their consumption for 
June 1918; group E, — that is, retail stores, — re- 
ceived for July a supply equivalent to the average 
amoimt sold during the three months ending June 
1918. They were forbidden to sell to others than 
householders without taking up the certificates of 
such persons. Nor could they sell more than two 
poimds at any one time to town consumers, and 
not more than five poimds to coimtry consumers. 
Exception was made in the case of sugar for home 
canning, when twenty-five pounds could be obtained, 
or even a larger amount with the approval of the 
local food administrator. Consumers were required 
to certify that the product was used for canning, 
that they had not purchased elsewhere; mean- 
while, they promised to return any unused portion.^ 

As with the order effective May 15, certificates 
were required of distributors; in case of the new 
order, records were kept by the retailers of house- 
hold purchases. Administration of the order was in 
the hands of local food authorities. 

Apparently, in putting out the order effective July 
1, the Food Administration was not able to foresee 
the extent of the prospective shortage. New fac- 
tors necessitated greater economy. Among these 

^ Bus. Dig., July 8, 1018, p. 30; O. B., June 24, 1918» p. 6. 
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|%r i|^^ la certain neutrals under its agreements* 
l|pi it mm fcMmd necessary to further restrict 
jil|iigtle itoasuniptMm, during the pmod from 
.il^ll^ to January 1, to two pounds per person 
i^|p||#i»^ issued to public eating places 

||^i|d|:^ use of sugar to two pounds for eadhi 
Meab served.^ 
1^ leitare m meeting the sugar problem was 

JuneSS, of a sugar admioistratOT 

eontrdi over distribution. One of his 

was to devise economies and con- 

A part of the new plan was to or* 

|i|iduotk>n distrkts within the country, to 

Ippss hauling, and to effect a 2one system 

to that in <^>eration for the distribution 

prausiples of ccmtrol, outlined above, 

also in dealing with the meat and 

On Septanl^i^ 12, 1917, a packer's 

iSlpssenting the several classes of pro- 

the licensing of the industry.* 

" ;# l|ie Food Administration to limit 
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profits of the packans was nuuk knowB Nomsmikm 
24, when it was announced that produoefa would 
be divided into two classes, namely, those with an 
annual business over $100,000,000 a year and those 
under that amount. For the first class, ptoSiM 
were limited to 9 per cent on their investment, ex- 
cept on by-products. Smaller packers ware al* 
lowed 2i per cent on the gross value of their sales. 
For purposes of profit regulation, packers of the 
first group were required to divide their businesil 
into three classes. On class 1 the annual profits 
were not to exceed 9 per cent; nor could they ex- 
ceed 2i per cent on gross sales. This class included 
slaughtering, other food products of which at least 
one foiuih consisted of material from slaughtered 
live stock, non-edible products, including hides, 
wool, and goats' hair, and the operation of refriger- 
ator cars. On class 2 a profit of 15 per cent was 
permitted; included in this group were soaps, 
cleansing materials, glue, gelatine, glycerine, am- 
monia, pharmaceutical products, leather, commer- 
cial fertilizers, and products of horn and bone. 
No limitation was imposed on profits derived from 
class S, which included the raising, feeding, and 
fattening of live stock, slaughtering and manufac- 
turing products in foreign countries, the operation 
of stock yards, loan agencies and institutions, and 
any other business outside the scope of classes one 
and two.^ 

^ Com. and Fin. Chron., Dec. 15, 1917» p. 2825; Bus. Dig.» Dec 5^ 
1017, p. 447; Dec. 12, 1017, p. 489. 
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iplMNII^ who uifed tiM 

^jiyt'li$i y^ld^^^^^^^ to finance apMadam 

ttt aiMl tliat new mpital coald 

riipi fil^^^^ Mr. 

W^^isdflim^ inv«stigatioii showed that pre* 

^^§|i||^^ dtghtfy less than 9 per cent, Mid 

[^iiiili^tiee on more than that amoiyit pno* 

liMftiit a demand on consumes to pay for 

^li^ttlikins. He urged, also, that **il the 

then* abilities to find capital for 

out of their earnings, and that if til^ 

required specific extensions of plant 

%i^ needs, these would be considered 

merits from time to time/'^ As in 

(^ cyther industries covered by the Food 

w&te put unda* license and were for* 

make any change in their business 

It raise the rate of profit above the 




itaMt' industry, as with others, new con- 

ebntinualiy arising to complicate the 

to enhance the difficulties of control. 

i^lKw^bods had not measured up to re- 

"^ilpi a diange was found necessary. 

.®oov^, in a letter to the IVesident 

i: ^*I feel that we have reached 

ii^gard to the whole meat indust^ 

t requires a reconsideration of 

April 1, 1918, pp. 1, 6. 
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policy. The situation is one of tlie most oonipfes 
with which the Government has to deal» by virtiK 
of the increasing influence that the Gov&mmeatA 
purchasing has upon prices, by the necessity of pro- 
viding increasing supplies for the Allies, and the 
consequent reduction of civilian consumpticm and 
withal, the due protection of the producer and the 
civilian consumer/' Elsewhere Mr. Hoover said: 
'*I recognize fully the well-founded objection to 
any theory of price fixing, but where the purchases 
of war necessities in a given commodity have reached 
such a volume that the purchase of these commod* 
ities trench into the domestic consumption, the 
operation of this purchasing power becomes a con« 
dition of price fixing and, to my mind, all theories 
go by the board/' 

He suggested three possible policies. First : *'To 
free the Government from all interest in price by 
abandoning direction of war purchases and to aban- 
don conservation measures because they may also 
affect price/' This policy was rejected because 
**with growing volume of purchases the price in- 
fluence will be transferred to uncontrolled agencies 
who are themselves price fixing. . . ." Second: 
'*To continue as at present the direction of these 
large purchases with a mixture of partial national 
policy in production and day-to-day dealing with 
emergency." This method was also rejected be- 
cause of the '^intolerable situation for any govern- 
ment official in criticism from both producer and 
consumer, and with the growing volume of pur- 
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ladtii^Mi must increase. It permits of 

m production/' ^ 
suggested was **to stabilise 
p^mfhfoed vspon cost <rf production at a fair and 

profit to the producer and with stabil* 
tH eliminate speculative risks and wasteful 
and thus some gains for the consumer/' 
iiiariiice to this plan Mr. Hoover said : **This 
4^ligi li abo fraught with dangers. It leads either 
i[^'%iiih^ agreement with the padkars as to 
i» be paid producers and charged to con- 
time to time or to actual operation of 
I^ants by the Government. In either 
Crovemment will need to take some finan- 
SbSity in speculative business.'' In con- 
he eompared the purchases of meat prod- 
fhoBe oi iron, steel, cc^per, explosives, 
ilgiir, and some other commodities. ''None 
irraagements have evolved out of any 
pcrficy of price-fixing," said Mr. 
Any desire to interfere with the oper- 
iriioral laws of trade, but are simply the 
CSovenmiCTit beii^; forced into the 
the dominant purchaser and 
or unwillingly, the price deter- 
pillieolar commodities."* He recom- 
*'' * Wi study the problem composed of 
il l&eir representatives: the Secre- 
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t«ry of Agriculture, the ehainnaii of the F^sdMMl 
Trade Commission, the chairman of the TSitif 
Board, the Secretary of Labor, and the Food JMv 
ministrator.^ 

The committee reported May 27, 1918, reoon^ 
mending the continuation of the regulation of tbe 
pac^king industry by the Food Administration and 
against government operation ** unless it should be 
found impossible to enforce regulatory measures.'' * 
Other recommendations included the auditing ci 
packers' bi-monthly profit statements, extaidipg 
the existing methods of regulating profits untfl 
July 1, a study and report by the Federal Trade 
Commission of reasonable margins, report by the 
packers of wholesale prices received for meat, and 
local publicity for such prices. As to retafl distri- 
bution, it was urged that an investigation should 
be made for the purpose of determining ''some 
constructive effort," and it was suggested that a 
committee be created for ''thorough investigation 
of and recommendation upon the subject/' • 

In the light of later developments it is possible to 
read between the lines of Mr. Hoover's letter to the 
President and see why satisfactory regulation on 
the existing basis was imsatisfactory. Apparently, 
there was a feeling that profits were greater than 
they should be in war times and that fixing profit 
margins did not solve the problem. In this con- 
nection the packers have recently come in for thmr 

1 0. B., April 1, 1918, p. 6. * Ibid., May 81, 1918, p. 1. 

•Ibid. 
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^i|» ^tite dhafge of pw8te«rfay 
ef file Sederal l^mde CkiiQ^ 
^ tIteJksiate June 29, I9f8 : ^'fhe 
faetors in a given indurtry in 
prices and harv«rt£Dg napreo* 
.il^il^li^ diown in a surv^ d the mmt 

|Mi||^ Five meat paAAxam^ Armoat^ 

S^i0^M^ VfOaoa, and Ciidali]% and tb^ sdb- 
i$iiSlf^ comimnies, have mimopdistie 

N#^the meat industry and are reaching for 
in other products. Their man%K 
<i|iij|^ embrace every device that b 

^% liiem, without regard to hiw. Their re- 
f^qpMMted in terms of profit, reveals that lomr 
mmc(mm have pocketed in 1915, 1916, and 
1,000. . . • However delicate a defi* 
^ fimned for ^prc^teering,' these padkers 
^giOiied iqion the public unconscionably.'' ^ 
rf. if the figures given by the packers in 
mm true, the commission has confounded 
tf* with ^'unprecedented profits**; for 
^WfioeiMirily follow that prices are high be- 
^ire great. In fact, the packers urged 
t3lit their profit per pound was only 
IfgMfl of a cent, and that such a small 
«S turnover was scarcdy felt in the 
price. The report makes dear 
inherent in all profit regulation, 
of reaching the '* low-cost 
t^ according to the r^)ort, -'the 

llOi il8» Sfflli Cqng^ 8d Sen., p. 7. 
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outstanding revelation which accompanies the wide 
of cost finding is the heavy profit made by the fev» 
cost concern under a govenmiental fixed price for 
the whole comitry/'^ The commissiim^s solution 
for this difficulty is found in the following state^ 
ment from the report: '^The profiteering that 
cannot be got at by the restraints of consd^iee 
and the love of country can be got at by taxation/' 
Grave questions of economic poliqr are involved in 
this statement, for the question arises whether 
regulation or heavy taxation which penalizes efficiency 
in the long run accomplishes the results of stimulat- 
ing production and disburdening consumers of hi|^ 
prices. It would easily solve the problem of hi|^ 
profits, but would it at the same time be a cure for 
high prices? 

The regulation of the coffee industry was ef- 
fected by methods similar to those described above 
for other food products. On February 6, 1918, fpl* 
lowing a conference with the members of the New 
York Coffee and Sugar Exchange, speculation in 
green coffee was prohibited by the Food Adminis- 
tration. Actual dealers in green coffee beans ware 
prohibited from having on hand or under c(mtrd 
in this country supplies more than sufficient for 
their 90-day requirements. The stocks permitted 
were in addition to those en route to foreign coun- 
tries, or held in foreign countries under contract. 
Dealers agreed to keep the product moving in as 
direct line as possible to consumers, and to eliminate 

^ Senate Doc No. S48» op. di, pp. 5 and SD. 
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ilgHipp i|li^^ without TCMimAbk jwti- 

JMlpli^' In tdbsUtioii to the provisicm that Uoefluiees 
iUk^^^itBie^ nf gMen coffee should take no mcne thaa 
#^i|iNMiaUe proit, the Hmit ci i^ofit was fixed. 
A ^^^l^iMiuil^ I^ofif for an importer waa an« 
wmimmAr'i^ be not more than £| per cent» for a 
fliUMpr not to eieeed 5 per cent gross margin over 
(llil^ 'jfas brokerage or commissicm and the usual 
4tt|iM|p <»r in store and shif^nng charges actually 
'^mm^ by the licensee.* 

i0^mM above that one of the features of the food 
^piHP'liaiiiie devek^ment of measures of voluntary 
iiip^ Our interest is principally in the 

ililli^ and not in the supplementary 

1l0^mm^/ The latter, therefore, require only brief 
'^fgilg^^ Vbhmtary measures apply principal]^ 

consumer, and rest for their success. 

iimnner in which householders coSperate 

Food Administration. As Mr. Hoover 

rffPte ^eetiveness of these rules is dependent 

tibe good«will of^ and the willingness to 

lyrv the Ammcan people. We are de- 

the cooperation of the trades. We 

i^Mie polios American woman 

llepiid iq>on her to organize in coSper* 

IMHPvState and local Food Administrators 

^tsifim ruks are obeyed by that small 

mst^ fail.^' * There is an efemeut of 

' t^i ■ ' 

% mi» p. 8; Much IS, 1918, p. 8. 
li^I8t8»p.8. 

fiBb. «. 18I8» p. 448. 
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ocmtrol, howev^, in all these m&BmBomf'm mHft 
indicated above in the case of floor and trii|pt# 
But below the miniTnnm established by tii^ .flood 
Administration there are large savjogs . that 00Q¥ 
Burners may effect by abstinence* The purpose of 
voluntary measures is to promote such economiea* 

The movement for meatless Tuesdays and wheat- 
less Wednesdays was started late in September 
1917. Reports reaching Washington early in Nop 
vember indicated that the observance of such 
measures was coming to be general. ''In New Yoris 
City/' it was said, ''out of 225 restaurants belong- 
ing to a certain association, 224 are observing the 
days for the saving of these two commodities^" 
and "out of 66 railway dining car services in the 
country 47 have pledged themselves to work with 
the Food Administration in having meatless and 
wheatless days." ^ 

Further steps for the conservation of food were 
announced in the President's proclamation dated 
January 18. The President explained that "many 
causes have contributed to create the necessity for 
a more intensive effort on the part of our people to 
save food in order that we may supply oiu* associ- 
ates in the war with the sustenance vitally neces- 
sary to them in these days of privation and stress* 
The reduced productivity of Eiu*ope because of the 
large diversion of man power to the war, the partial 
failiu*e of harvests, and the elimination of the more 
distant markets for foodstuffs through the destrue^ 

» O. B., Nov. 7, 1918, p. 4. 
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1^^ Chilled lor a 80 pet cnt re* 

ilMlM^ m ^ conffiimptioii of wheat md wlieat 
pi#Mi^ and the observance of two wlieatleift 
&^ mtmd^r Monday and Wedi^flwlay, iDuirtead 
^Iffibi^B^etdB^ only, as haretofore* In addition to 
iiiM^^ aJready in vogue, the pfdblic was 

It^pd to observe one meatless meal eadi day and 
liSt% o^ pork on Tuesdays and Saturdays. 

i^^fiddK:** was meant bacon, ham, lard, and oth» 
Ijjp^ According to the 

IS^il^^^Jm.fmvted by Mr. Hoover about the same 
l^ili|v|^ new product, ^'Yictory Bread,'* was to 
ie00ikmothf^ than 5 per cent of cereals other than 
iili^i# February 8 ; the amount was to be 

|ii l i|lied :to a minimum of 20 per cent by February 
||^i^^li£Bevs wa:e required to increase their milling 

from 2 to 4 per cent, by producing the 

fmrrd^ (196 pounds) from 26^ pounds of 

^^if you bake bread at home,'' urged Mr. 

^ >*ie idieat substitutes ; if you buy it, buy 

Bread."* Under the license r^^a- 

ars were required not to buy more 

cent of their purchases of flour from 

flNtiiied on their purchases for the corre- 

apMJBrtiiiof the preceding year ; their sales 

Ime jKrescril^ as one pound of wheat 

l^irattd of other cereals — the propor- 

sold to consumers. The rules 

PIlNiu Mb. «i ISlS, p. 448. *JM2. 
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also covered the amount of flour used in ihe maiUP 
f acture of macaroni, spaghetti, noodles, cradMi^ 
breakfast foods, pies, cakes, and pastry.^ 

The r^ulations were somewhat relaxed as to meaft 
by an order of February 22, when the restrictioiui 
were lifted until April 15, in the States west of the 
Mississippi, on the use of mutton and lamb. Mr* 
Hoover annoimced that these products were not 
exported to the Allies. However, he urged absti* 
nence on meatless Tuesday, because if the use were 
confined to the other six days, it would displace a 
certain amount of beef and pork; whereas if mut- 
ton and lamb were consumed on Tuesday, an equiv- 
alent amoimt of beef and pork would be consmned 
on other days of the week. The Food Administra- 
tion annoimced that since the inauguration of 
meatless days the first of November, upwards of 
140,000,000 poimds of beef had been saved through 
conservation measiu*es.* 

On various occasions, consiuners have been asked 
to pledge themselves to save food products. The 
week beginning October 28, for example, was desig- 
nated **Food Pledge Week,'' and canvassers through- 
out the coimtry undertook to obtain promises from 
consiuners to obey the rules of economy.* Un- 
doubtedly, millions of people have kept their pledges 
faithfully, but it would be impossible to state 

1 Com. and Fin. Chion., Feb. % 1918. p. 448. 
* Ibid., March 2, 1918, p. 879. 

•Bva. Dig., Nov. 7, 1917. p. 279; O. B., Nov. ft, 1917, p. 4; Not. % 
p. 2. 
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wi^»ai$ <Sbegne of aoomMy how mudi saving Iim 

It h not necessary at this point to e:q>lain how 
lav these varioiis methods of control depart from the 
pmnHkig wdcar of a year ago. The new system 
wqiIgi profound changes in the rehitions between 
gommmacit and industry, and between producers 
ami consunins. As with former topics, the ques* 
liMi are pressing f<»r an answer, ''What will be the 
WSHeMjBi these regulations, and what reconstruction 
piidNni da they raise?" The answer must be 
lililAfoi^^ we have studied other features in 

^t^^defdkipment of war control. 
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CHAPTER m 

DEVELOFBfENT OF WAR CONTROL {CaiOmmili 

Fuel ADMiNisTaATioN 

The Food Act conferred the authority for control 
not only of foods and feeds and factors necessary for 
their production, but also for fuel, including htA 
oil and natural gas. The powers are ample for a 
thorough regulation of these industries. A state- 
ment of some of the provisions will make it dear 
that, as applied to fuel, these powers are more 
extensive than in the case of food products. 

According to section 25, the President is au- 
thorized and empowered "whenever and wherever 
in his judgment necessary for the efficient prosecu- 
tion of the war, to fix the price of coal and coke, 
wherever and whenever sold, either by producer 
or dealer, to establish rules for the regulation of and 
to regulate the method of production, sale, shq>- 
ment, distribution, apportionment, or storage thereof 
among dealers and consumers, domestic or for- 
eign/' ^ In the event that producers or dealers fail 
or neglect to conform to the prescribed regulations, 
or do not conduct their business efficiently undar 
control, or manage it in a manner prejudicial to the 
public interest, the President is authorized ''in 

^ Public No. 41, op, eU„ pp. 0, 10. 
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Qi0i to raqiiisitioQ and taice ofw 
filial^ '^ 1^^ aad all aDDurteDaiicea ihenoi 

to iit^ produoer or dealer as a gi^tig 
> and to operate (xr eaiue the same to be 
in wxSbi a maim^ and through siidi agem^ 
nokay dstect during the paiod of the war or 
aiicii part <rf iaid time aa in his judgment may 
m&Mmxy** Provisions are made for paymait in 
a emifmfg&Dixssf. Further, tf the Freddent is of 
that he can better provi<te for the com- 
, he is CTEipowered to '^require any or 
of coal and coke, either in any q>ecial 
of^in any special coal fields, or in the entire 
^ates, to sell their products only to the 
States through an agenqjr to be designated 
ident, such agates to r^ulate the resale 
eoal and cdke, and the i»rices thereof, and 
rutes for the r^^ation of and to regor^ 
iiie inethods of production, shipment, distri* 
^^;ll^pCMrtibnn]«nt, or storage thereof amoi^; 
|i|d consumers, domestic or foreign. . /'^ 
recrived for the sale of coal and coke 
as a revolving fund, at the discretion 
flllliiilent, for further carrying out the pur* 
act. The F!resident may direct the 
Commission to make full inquiry into 
under reasonably efficient 
4QMt in the exercise of this authority 
'^ given the power to inspect books, 
aild records. Thus the act con- 

lf«^ 41» 9§* •&., w, 10» 11. 
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veys the powar to fix prices, regoiAfe ccmditiimi of 
production and sale, requisition plants and prod^ 
ucts, to purchase and sell coal and coke, and, imdar 
certain conditions, to take over production. 

It is evident from this brief outline that the powen 
of control of coal and coke are far more extensive 
than with food products. This is notably the case 
with the power to fix prices and to take over the 
agencies of production.^ These provisions are the 
cause of considerable differences in the administra^ 
tion of fuel and food conditions. The Fuel Admin- 
istrator, for example, fixes prices for coal and coke, 
whereas the usual method in the case of food prod- 
ucts is to determine fair profit margins, thus readi- 
ing the price indirectly. 

In his effort to solve the fuel problems the ad- 
ministrator has encountered many problems peculiar 
to the industry. Unlike food products, it is not 
possible to rely to any considerable extent on sub- 
stitutes. The demand is for coal and coke, and one 
of the greatest problems is to find the supply to 
satisfy the ever increasing demand. The demand, 
moreover, has increased out of all proportions to 
the ability to supply all consumers. This demand 
arises partly from the needs of the new war indus- 
tries and of the increasing shipping of the United 
States. A part of the burden of supplying the 
ocean marine, formerly dependent on England, fdl 
upon this country. Meanwhile, the severe wintar 
of 1917-1918 greatly increased the demands df 

^ Pnblic No. 41, op. mL, compare with secstioiu 4, 5, 9, It. 
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jbratteliidt&fs ; imd in addition, the needs of tlie 
pmm xndtts^ries always had to be oonsidared. Chi 
0m iMe of supply, also» special difficulties were 
^coontered. Th^te were largely results of the 
driiN^ dt mine laborers to other industries due to the 
h^ber offer of wages and better conditions, the 
draft, car congestion and shortage, and the periodic 
dtoapti<m of productive forces at the mines due 
la^l^ to causes just named. 

Jibr do the above cover all the difficulties. The 
W^ Administrator has been confronted with no 
Siefe mythical SQrlla and Charybdis, for on the one 
IgiiMi^ be had to consider the dangers of public un- 
fill and criticism because of prices which were con- 
jiiismdt unreasonable, and on the other, he had to 
i||^ a sufficient return to augment the 

ii|||i^^^;^^T^ of coal, like that of the 

of ti^ field, is under the principle of in- 
cost. Thus, price fixing encounters the 
^y of making equitable adjustments between 
llpiil hi^ cost producers. The administrator 
the necessity of gettiiq; as large a supply as 
but if he fixes prices too low, high-cost 
must quit; on the other hand, if the 
il^Uh enough to give the latter a chance, the 
f||po4iicas reap unusual returns. Thus, it 
from the start, that the charge of 
^^' would arise in connection with the 
To quote from the report of the 
mmiission: '^The situation in coal 
an^^e of view to the same prob* 
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Ictei. Maximiiin prices were fixed by taritorid 
divisions. Many of the coal produces have not 
taken the maximum, but, due to the fact that in a 
given field there is a very wide range in the cost of 
the coal produced in that field it follows that cer- 
tain low-cost producers have made very large mar- 
gins under the system of governmental fixed prices 
for the field. Many high-cost producers have made 
small margins. The bulk of the production, of 
course, enjoys the large margin. . . • Percentages 
of profit worked upon investment will obviously be 
very large in the case of low-cost companies.'^ ^ 

Another difficulty of great moment was to devise 
economies in the distribution of coal. This was 
imperative because of the need of utilizing car 
capacity to the fullest extent, and of saving car 
mileage. The prevailing method of distribution 
frequently necessitated supplying coal to any given 
community from widely separated fields, and in- 
volved much cross hauling. If a change in method 
involved obtaining the product from other than 
customary sources, it encountered the difficulty of 
depriving consumers of kinds to which they had long 
become accustomed. Manufacturers, moreover, re- 
quired a considerable variety for various industrial 
uses, and it was still necessary to administer to these 
specialized needs. The principal task of the Fuel 
Administrator has been to solve the problems out- 
lined above. 

In most respects, the plan of organization of the 

^ Senate Doc. No. 248, op cU., p. 6. 
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Wtiik^4^iads^^ k analogoufl to tluA lor food 
pmimil^ Tbe Fud Administrator is asdbt^ by 
I0a^ mad^l^ officers acting under his cUrectiMu 
Mte^ m September 1917, Mr, Garfield annomieed 
tibat he would choose a r^resentative in each State 
ai^i Territory and that he would appoint a ccmi-^ 
H^K^tee to act with the state representative in r^u- 
Imikag the sale of coal. State administrators were 
16 dboose a conmiittee of citizens to represent the 
1^ Administration in each county, and in each 
iSty and town with a population over 2500. That 
i$p state officers were chosen by the Federal Fud 
Jydhnlnistration, and those for the local divisions 
1l|r the state r^resentative.^ 
■ -:'0oe of the duties of these various conmiittees was 
1^ Mcertiun and report to the Fuel Administration 
|l reasonable retail profit margin. This included 
'0m cost of local distribution plus a reasonable 
$mk^9 profit. The price to the consumer was to 
I^Klode this margin, transportation charges and 
s commissions, and the price at the mine as 
t^ the President. Even at this early date, 
fnM planned to compile figures of local demands 
Ihat the Fuel Administration could if necessary 
the coial supply to meet the greatest needs. 
Garfield was of the opinion that a suffident 
d coal could be put on the market at once 
domestic consumers and that the supply 
made available *'by voluntary arrange- 
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;|l^fli|lt. S» 1917, p. 1; Com. and Fin. Camm., Oct 18, 1917, 
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ment between the operators and those with whotti 
they have contracts, and thus make it unneces^ 
sary for the Fuel Administration to exercise or 
recommend the powers, the exercise of which is 
provided in the Lever Act." ^ 

The organization outlined above embodies the 
framework of the plan for fuel control. From time 
to time other officers have been added. Among 
these were district representatives or managers to 
supervise the distribution of coal from the twenty 
odd producing districts into which the country was 
divided. Their duties are made dear by the fol- 
lowing statement of Mr. Garfield issued December 
21, 1917: "The deputy distributors are not to be 
confused with the fuel administrators, whose duties 
and responsibilities remain as heretofore. The duty 
of the deputy distributor is to facilitate the ship- 
ment of coal to meet emergencies on requests and 
orders from the United States Fuel Administrator 
and from the state fuel administrators, to make 
equitable allotment of such orders among oper- 
ators, and to keep the Fuel Administration at 
Washington informed of conditions in each pro- 
ducing district. Authority is not given to the 
deputy distributors to determine priority of needs, 
nor to prefer one consignee over another. This au- 
thority is reserved to the United States Fuel Admin- 
istrator, and when so authorized, to the state fuel 
administrators. It is to be noted that the agency 
is intended primarily to meet emergency needs. 

1 0. B., Sept. 8, 1917, pp. 1» 2. 
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l^mi^t normal conditions the purchaser will be left 
as free as the war emergency permits to deal di- 
rectly with the operators producing coal/* ^ 

Vnd, administration in the United States was 
foraaally inaugurated August 2S» 1917, when Mr. 
Harry A. Garfield was appointed Federal Fuel Ad- 
ministrator by executive order. The general poliqjr 
of the new organization, as stated by Mr. Garfield, 
was '*to secure the largest possible production of 
fuel at prices just to the producer and reasonable to 
the consumer.*' * Elsewhere Mr. Garfield said : 
^*It is the purpose of the Fuel Administration to 
encourage production, to utilize, as far as possible, 
all ensting agencies, to seek the«advice of esqperts 
ai^ the cottperation of operators and miners, of in- 
dustrial and domestic consumers, and of all who 
f^orm a useful service in the production and 
#rtlitmtion oi coal." ' This general policy was yet 
tii be worked out in detail. The principal concrete 
liitofs in the prospective program included the 
i^t^g^u]^ of prices and profits, adjustment of dif- 
liliiiees between mine laborers and operators to 
00mt the work from being interrupted, planning 
imiictd methods of distribution, conservation 
lores, and, when necessary, plans for the sup- 
of ladustrial consumers in the order of their 
lirli&oe fcnr the prosecution of the war. We may 
III the cbvelopment of the coal program in this 

£f ■ ■■ 

||ie[ iN^ had be^i taken to regulate prices be- 
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fore Mr. Garfield took charge. On June 28 a qpeelil 
committee representing upwards of four hundred coal 
operators agreed on reductions ranging from $1 to 
$5 a ton on bituminous coal produced from the 
mines east of the Mississippi River. This meeting 
had been cajled at the instance of the dhairman of 
the Conmiittee on Coal Production of the Council 
of National Defense. To avoid the possibility of 
violating the anti-trust laws, the operators agreed to 
place the work of price fixing in the hands of the 
Coal Production Committee of the Council^ the 
Secretary of the Interior, and a representative of the 
Federal Trade Commission. In addition to the re- 
duction of prices, the committee limited commission 
charges of jobbers, brokers, retailers, and commis- 
sion men to 25 cents a ton. Thus, the consumer was 
to obtain coal at the mine price plus transportation 
expenses and the commission named.^ The new 
prices called for a maximum of $3.50 a ton for 
domestic coal and a maximum of $3 for all other 
coal, f.o.b. the mines, effective July 1. 

One of the resolutions of the conference was to the 
effect ^^That it is the sense of this meeting that a 
committee of seven for each coal-producing State 
and an additional committee of seven appointed 
by the representatives of the anthracite industry 
be appointed by the representatives of each State 
now attending this convention to confer with the 
Secretary of the Interior, the Federal Trade Com- 
mission, and the Committee on Coal Production of 

1 Com. and fin. Chion.» June 80» 1917, p. 2604. 



Il ,.'lt''.JI..lL<» " 






'^ 



WAB CQNTBOL il 



Wm Cdurcfl of Natwnal IMense, to the mid thai 
poduetion be stimulated and plans be perfected to 
piodde adequate means of distribution, and, fur*^ 
ther, that these committees report forthwith to the 
Seoretaiy of the Interior, the Federal Trade Com- 
mismon, and the Conmiittee on Coal Production of 
the Council of National Defense, costs and condi- 
timia surrounding the production and distributimi dt 
coal in each district, and that these conmiittees are 
authoriased, in their discretion, to give assent to 
radi maximum prices for coal f .o.b. cars at the 
mines in the various districts as may be named by 
the Secretary of the Interior, the Federal Trade 
Cftaomission, and the Committee on Coal Produc- 
tkm of the Council of National Defense/' ^ It is to 
iMgr noted that this meeting was held before the Food 
^iSt was passed and that the resolution indicates the 
i^pi^rators' plan for the regulation of the industry. 

fE^ however, was promptly repudiated 

;J||r Secretary Baker, as president of the Council 

^:|ii Natioi^ Defense, on the ground that the coal- 

Ippdii^^ committee was subordinate to the Coun- 

^•fl^imrely advisory in character, and formed for the 

^^2^0ftpOB0 c^ advising the Council of steps iii^iich might 

" ^ ^^ stimulation of production and better 

of distribution, and that no power had 
ddkgated to it to deal with prices. He added 
#e Federal Trade Conmiission had been in- 
by the President to obtain costs of pro- 
of coal and that ''the information I have 

ff-%€mk and Tin. Oaon., June S0> 1917, p. MM. 
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from that and other sources, I think, justified me 
in believing that the price of $S suggested, or 
agreed on, as a maximum is an exorbitant, un]ust» 
and oppressive price/' ^ 

As a sort of forerunner of federal control, the 
Federid Trade Commission, after an investigation 
of 118 retailers and 8 wholesalers in Washington, an- 
nounced, about August 15, that the margins were 
excessive and should be reduced. The Commission 
again encountered the same old difficulty of stating 
fair prices, namely, the differences in cost of han- 
dling by large and small dealers.' 

The President's proclamation of July 9, effective 
July 15, prohibited the exportation, except under 
license, of coal, coke, fuel oils, kerosene, and gaso- 
line, including bimkers. In an accompanying state- 
ment the President declared that the policy of the 
Government would be first to consider American 
needs, and then to meet, as far as possible, the re- 
quirements of the Allies, and to supply neutral 
countries. By all means, essential commodities were 
to be prevented from reaching the Central Powers.* 

The proclamation of August 21, issued under 
authority of the Food Control Act, formally put coal 
production and distribution under control. Prices 
were fixed for three classes, "run of mine," "pre- 
pared sizes," and "slack of screenings," covering 
coal produced in 29 regions, most of which were cov- 

^ Com. and Fin. Chron., July 7, 1017, p. 21. 

• O. B., Aug. 15» 1017» p. 6. 

* Com. and Fin. Chion.» July 14, 1917, p. 1S4 
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ar^d by state boundaries. The prices, for example, 
for these three classes of coal in Pennsylvania were 
$2, HM, and $1.75, respectively. For Washing- 
tcm state, where the prices were the highest, the 
amounts were $3.25, $3.50, and $3.^ Evidently* 
these figures ^were considerably lower than those 
agreed upon by the operators at the conference of 
June 28. The President announced that the prices 
w^e provisional, and were based on the *^ actual cost 
of production and are deemed to be not only fair 
and just but liberal as well. Under them the in- 
dustry should nowhere lack stimulation.''* Sub- 
sequently, measures were to be devised to establish 
a fak and equitable control of the distribution of the 
mxpply and of prices not only at the mines but in 
tiie hands of middlemen and retailers. 

In a statement of August 23, the President de- 
ft^ ^'jobber" and stated the margins. In buying 
WBd selling bituminous coal, jobbers were not to 
gid to their purchase price a gross margin in excess 
ill 15 cents a ton of 2000 pounds, and the combined 
Iplii margin of any number of jobbers buying and 
ilMNs ct given shipment was not to exceed this 
r^e^$l^i6mA. In the case of anthracite, idiere the 
ll^liauet was sold east of Buffalo, it was not to be 
than 80 cents. Combined margins on given 
were also limited to this amount. At 
time, the price of anthracite was fixed free 
eon at certain railroads.' 







111. Ji.« Aug. n, 1917» p. 1. * Ibid. 
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These orders still left for det^minatioii letaiktif 
margms. This feature was covered in a statemaul 
of Mr. Garfield about October 1. The maTriniiifn 
gross margin was understood to be the difference 
between the average cost of coal and coke at tlie 
retailers* yard, wharf, or siding, and the price at 
which they sell to consumers. According to the 
new plan, the retailer was to ascertain his margin 
for 1915, when conditions were more nearly normal. 
To this he was permitted to add not in excess of 
80 per cent ; but in no case was the gross margin to 
be greater than that which prevailed during July, 
1917.^ Mr. Gai^eld believed this policy would be 
fair to both retailers and consumers, and that it 
would remove public uncertainty regarding coal 
prices and also the uncertainty as to whether or 
not to buy. The administrator clearly recognized 
that in some communities the cost of handling was 
higher than in 1915, but he stated that when this 
could be demonstrated the local fuel administrators 
would be authorized to adjust the differences. On 
the other hand, changes would be made if the stated 
margins were too high. In any event, all demands 
for readjustments were to be taken up in the first 
instance by the resident committees appointed by 
the local fuel administrators.' 

The general policy of regulating prices and profits 
is contained in the above description. Subsequent 
developments have been in the direction of ex- 
tending and defining the plan. While the method 
^ 0. B., Oct 1, 1917, p. 1. >/6mL 
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iiSmm»6A aboTe puts great power in the handsi of 
tlie Fuel Admioistrator, it has the advantage of 
ftsxibility. Beadjustmaits to meet local condi- 
tioOQi» or new gaieral changes, are easily aooont'- 
l^lshed- Such flexibility, of course, is necessary, 
because cost conditions are constantly in the state 
dl flux. It has been necessary, for example, to read- 
just coal and coke prices because of advances in 
wages. This was the occasion for the Ihresidait's 
Of<ckr of October 27, which added 45 cents a ton to 
eadhi of the prices prescribed in the proclamation 
of August 21. The advance was subject to certain 
Hmitalions, namely, it was not to apply to any coal 
udd at the mine under an existing contract contain- 
Jug a provision for an increase in the price of coal 
Ift the case of an increase in wages paid to miners. 
Hnr was it to apply in any district where operators 
Jttui miners failed to agree upon a penalty provision 
liirfaetory to the Fuel Administrator.^ The agree- 
covering the wage increase was effected be- 
miners and operators October 6. The ad- 
amounted to 10 cents per ton for miners, 
7$ cents to $1.40 a day for laborers, and 15 
<eent for yardage and dead work. Mr. Garfield 
ted that this would result in an increase over 
|mg^ of April 1, 1914, of 50 per cent for miners, 
lil 78 per o&at for the best paid laborers. But 
ed that the ** increases are not in excess 
i|ilfiaice in the cost of living for that period.** ' 

Oel. tt» 1917, p. S; Mo. Bev. U. S., Bu. Lab. SUts., Dee. 
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With r^ard to the justness of the new prices, Mr. 
Garfield stated that it was his understanding in 
fixing provisional prices that *'it was intended to 
allow a fair profit to- the operators. The public 
does not desire, nor is it necessary to meet the 
present emergency » that the coal industry should 
be asked to make more of a sacrifice than may 
reasonably be required of all staple industries. 
Exorbitant prices only have been the subject of 
concern. It needs no argument to justify congres- 
sional and executive action when the people of the 
United States are called upon to make unusual sac- 
rifices." ^ 

On the recommendation of the Fuel Administra- 
tor, the prices of anthracite were advanced 85 cents 
a ton by executive order of December 1, 1917, to 
cover advances in wages in that branch of the in- 
dustry. Unlike the policy pursued with the bitu- 
minous operators, the Fuel Administrator did not 
insist on the inclusion of the automatic penalty 
clause, on the ground that the Board of Conciliation 
appointed by ex-President Roosevelt in 1902 had 
handled the anthracite situation satisfactorily.' 

A further development of the price policy is seen 
in a letter of Mr. Garfield, dated November 8, to 
state fuel administrators advising them to examine 
profits of particular retailers if it appeared that 
unreasonable prices were demanded. He suggested 

^ O. B., Oct. 29, 1917, p. 2; Mo. Bev. U. S., Bu. Lab. Statistics* Dee. 
1917, p. 110. 

> Bus. Dig^ Dec. 19, 1917, p. 518 ; Com. and Fin. Chron., Dec 8» 1917, 
p. 2229. 
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Hbt the local committees make careful investjga- 
ticHi of the costs of doing business by each dealer; 
tf it was evident that profits were unreasonaUe, the 
committee was instructed to arrive at a fair margin, 
$&Eid their recommendations to the Fuel Adminis- 
trator, who would then, if the findings were equi- 
table, confirm such prices, subject to appeal to the 
JPWl Administration. He urged, moreover, that the 
proper basis of figuring profits was a stated amount, 
rather than a percentage, since the latter method 
gave '^the less efiScient dealer with high costs a 
larger actual profit than the more efficient dealer 
with lower costs/* ^ 

The purpose of a number of orders has been to 
wmxh practices of dealers who were evading the fuel 
mfii&tB. One method of obtaining unlawful profits 
^|NI8 the practice of '"swapping coal,'* by which two 
m^imtots agreed to act as jobbers for each other, 
jjliiil collecting the margin. Sometimes a similar 
lllii was accomplished by organizing subsidiary com- 
the purpose of which was to act as '"os- 
jobbers** of the producing companies; 
collected the margins allowed by the Fuel 
ktion. The effect of such practices, ac- 
to Mi. Garfield, was to add from 15 to SO 
H ton to the cost of coal to consumers. After 
^fes^:j^tion '"of every phase of the situation, 
ilM^dcd conferences with representatives of 
Ipl^wti^ of the coal business, the Fuel Admin- 
decided that the only solution was to rec- 

fin. Onon., Nov. 10, 1917, p. 1858; Feb. %, 1918, p. 452. 
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ommend to the President the revocation of tike 
regulation allowing the comnussion or niaigin to 
the jobber, and as a substitute the fixing of prices 
of coal at the mine that will enable the operator to 
compensate the bona fide jobber for his services." ^ 
A letter containing this statement was issued liAAich 
S, 1918. 

The problem of ** additional charges" has also 
caused the Fuel Administration much trouble. A 
regulation, effective June ii, 1918, was to cover 
this practice. Producers, distributors and retailers 
were prohibited from adding to the price any trans- 
portation charges in excess of amount? actually 
paid. Nor could they add advances in freight rates 
on coal or coke stored for their account, or held for 
their credit, unless the iilcrease were really paid.' 
Many orders have been issued fixing the prices of 
coal and coke ; however, these contain no new prin- 
ciples, but are based upon those already expounded.' 

In addition to price and profit problems, the Fuel 
Administrator has had to give considerable atten- 
tion to questions of labor supply, and the relations 
between mine operators and laborers. These prob- 
lems are complicated by the fact that, with prices 

^ Com. and Fin. Chron., March Id, 1918, p. 1068. 

> O. B., July 2, 1918, p. 8. 

s Ibid., Oct. 1, 1917, p. 1; Nov. 21, 1917, p. 8; April 4, 1918, p. 2; 
June 24, 1918, p. 6; July 2, 1918, p. 8; July 8, 1918, p. 16; July 18, 
1918, pp. 8, 16 ; Com. and Fin. Chron., Nov. 17, 1917, p. 1949; Nov. 24» 
1917, p. 2058; Feb. 2, 1918, p. 452; Bus. Dig., Aug. 29, 1917, p. 1816; 
Dec. 12, 1917, p. 481 ; Dec. 19, 1917, p. 518; Feb. 27, 1918» p. 285; 
June 5, 1918, p. 751. 
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j|M(il e^^ are the more rductant to gnaskt 

Wtif/t imareases without assurances from the Fud 

AfhalitiiitratOT that prices can be readjusted to cover 

A MMMmable profit. Hence the dang» of strikes is 

great^ increased. This question was involved in 

tfe advance in prices discussed on a former pa^.^ 

The wage contract has been settled between 

opentras and miners as heretofore, but, on several 

ooeaaions, the Administrator has been compelled to 

eaceit pressure on one party or the oth^ to prev^it 

ialefruption of work at the mines. Thus, in Octo- 

limi 1017, when he had the question of advance of 

ISMi prfees under advisement, Mr. Garfield issued a 

ileva note to the impatient miners of the south- 

l ic i teni fields. ** There are evidently some,'' he 

Midi *'who fail to understand the gravity of the 

iqtodian and who do not hesitate to advocate 

Mtikes at the present time as a means of f ordng the 

lioviefnmait to at once decide whether the wage 

pifease agreed to at the meetings recently held at 

igton by the operators and miners of the 

v:p||^^ District should justly be covered by an 

i;;^;^^^ in the prices fixed by the President. The 

1 1| ; has been submitted to me, and all con- 

^IjlllHPii^ are expected to cooperate. I am giving im- 

u,. ,.,.«.- ,^j^ and dose attention to the question and 

to reach a decision at an early date. The 

wfcumstance within my control which will 

that decision will be the violation of the 

of the arrangement between the operators 

^ C^. aid$» p. 75. 
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and the miners, wliich was that und^ no circaii^' 
stances should the production of coal in the United 
States at the present time be allowed to diminish. 
If eith^ the operators or the miners attempt to bring 
pressure upon me to reach a decision, I shall post- 
pone it and use whatever powers are necessary to 
compel the production of coal to meet the country's 
needs/* ^ 

In a similar strain was Mr. Garfield's reply to 
Oklahoma operators who reported that they were 
unable to carry out their wage agreements unless 
permitted to increase prices over and above the 
general advance annoimced in the President's proc- 
lamation of October 27. The Fuel Administrator 
replied that they could choose between two alter- 
natives : if they were imable to operate the mines at 
a profit, they were to file a statement showing their 
1916 and 1917 costs month by month, in which case 
the question would be considered; or they could 
turn over the mines to the Fuel Administration for 
operation pending an investigation of costs. In 
any case, the mines were not to be shut down.* 

The acceptance, on the part of miners, of the 
penalty clause in the President's orders of October 
27 has been a stimiblingblock in some cases. This 
regulation was to the effect that miners who struck 
without cause would be fined $1 a day each, and 
operators locking men out were to pay $2 a day 
for each man not working.' The southwestern 

^ G>m. and Fin. Chron., Oct. 20, 1918» p. 1586. 

* Ibid., Dec. h 1917, p. 2199. • Ibid,, Dec. 1, 1917, p. 2140. 
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iixN^iM* fot exainpte, hesitated about aeoqyting 
t^se terms, but iftnaUy gave in.. 

The recent development of a comprehensive plan 
of labor control in the United States ^ has affected 
the pcdicy of the Fuel Administration. At a con- 
ference held in Washington in July, between Mr. 
Garfield and officers of the United Mine Workers of 
Amaica, an understanding was reached by which aU 
questions^ pertaining to mine labor were to remain 
undar the jurisdiction of the Fuel Administrator.' 
A bureau of labor was created, to which matters of 
this description are to be referred. Meanwhile, 
definite principles were established for guidance in 
the settlement of disputes; thus all persons con- 
cerned may know in advance the general outlines of 
the prospective settlement. In general, these prin- 
i^les are similar to those established by the War 
Xdbor Board, and need not be discussed at this 
]^q&it.' However, one of the rules is peculiar to 
the mine labor situation, namely, the provision that 
1^ SQ-call^ automatic penalty clause now in force 
|i^ t0 be accepted as a cardinal principle by mine 
yg(fl^s0tB in collective bargaining during the war, 
liiiis to be included in aU agreem^ts as a condi- 
precedent to the allowance pf any^ increase in 
fixed pjHbes permitted by the F^el Adminis- 
to the operators. The penalty; c^use has 
ilascribed on a former page.^ 

"' !4N«iiiatt Jlrf WW labor conliol in fm^tegnent ptfM. 
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In another respect the Fud Administratkm hw 
found it necessary to adopt an element of the war 
labor program of the country. As in other indus- 
tries, mine operators, in their effort to obtain men, 
have been biddmg against each other. This re- 
sults in unrest and shifts, which continually un- 
settle labor conditions at the mines, and threatens 
to diminish somewhat the supply of coal. To meet 
this situation, Mr. Garfield issued a warning that 
the payment of bonuses in any form is contrary to 
the spirit of wage agreements made by operators 
and miners with the President. If such bonuses 
were paid in the future, in violation of the terms or 
spirit of the agreements, the Fuel Administration 
would assume that mine prices were too high and 
a reduction would be ordered.* 

On a preceding page, in outlining the contents of 
this chapter, we called attention to the fact that 
one of the concrete problems confronting the Fuel 
Administrator was the provision for more econom- 
ical methods in the distribution of coal. Pooling 
arrangements, to cover a limited portion of the field, 
were made the latter part of November 1917, when 
the shortage was becoming acute. On November 
28, Mr. Garfield approved of the principles of the 
Coal Shipper's Terminal Pool Association, formed 
at Cleveland two days before. This organization 
came into existence as the result of a conference 
among administrators, operators, and railroad men 
of certain sections of the Middle West. Sub-com- 

^ Wall Street Jouinal* Aug. 6, 1918; O. B., Aug. 6^ 1918» p. 7. 
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fiidtteai W€K iq[ypointed resident at Ctevdaadt 
CSndiiBati, Columbus, Toledo, Pittsburg, and De- 
trmt, amoEig other places, to decide the. best method 
of diqpmeiit for various grades of coal, to diminate 
cross hauling, to prevent unnecessary switching at 
tcaminals, and to take other steps to insure the 
prompt unloading and return of cars. The funda- 
m^ital purpose of the pool was to facilitate deli verfes 
of coal to essential industries and to bring about a 
better distribution of the product.^ Some persons 
forecasted in this movement the development of a 
national coal pool which would put the nation's 
entire output under Government control. ^'The 
sdiane under contemplation," it was said, '^ calls 
for the establishment of large regional poob whidi 
would make possible the greatest d^pree of effi- 
cien<7 in the distribution of coal to aU sections of 
the country. . . . With the pooling system in ef- 
fect, the Government would have absolute control 
of all coal mines and would be able to direct sale and 
, distribution."' 

The plan actually adopted, however, differed 

g?teatly from the one just described. As a pre- 

; ' J&iiinaiy to the administration plan, an ord^ was 

iiHiued December 27, paving the way for complete 

^:u - tiontrol of coal and coke output of the country. 

X;$W^''flSm <»der, which was to be effective immediatdy 

^ft^j^^ the termination of existing contracts, the 

|^|^||M|<^^ of which expired April 1, 1918, provided 

no new contracts should be made for longer 

Fin. Chxmu. Dee. 1, 1917, p. 2180. * IbkU 
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than one year, that contracts were subject to eaii- 
cellation by the Fuel Administration, and that coal 
sold under contract was subject to requisition by 
the Government. One of the purposes of the order 
was to eliminate agreements which stood in the way 
of the prospective plan of regional distribution.^ 

The intention of inaugurating a zone system was 
announced by Mr. Garfield on December 26, 1917» 
in testimony before a Senate committee which was 
investigating the coal situation. According to the 
proposed plan, the country was to be divided into 
districts in charge of representatives responsible 
directly to the Fuel Administrator. The purpose in 
view was a method of distribution that would in- 
sure the speediest possible movement of coal from 
mines to consimiers, and the prompt return of cars 
from consuming centers. Each State was to be 
allowed its quota of the estimated output, and the 
allotment was to be supplied from definitely as- 
signed fields. This amounted to an apportionment 
of the coal output of the coimtry among the States 
on the basis of previous consimiption. The ad- 
ministrator proposed to supply state o£E[cials with 
information as to the particular field upon which 
they could draw and the quantities to which they 
were entitled. When a State was currently receiv- 
ing its full allotment all further needs were to be 
supplied by reducing the quantities supplied to 
other consumers within the State.' 

In announcing the zone system on March 21, the 

^ Bus. Dig.» Jan. 16, 1918, p. 95. >0. B.» Jan* 8S» 1918^ p. 1. 
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Pudi Administrator said that coal would be dk- 
tdbuted "under restrictions that will avoid as far 
as pcMurible waste of transportation facilities, but 
nevertheless consistent with the greatest possible 
production and a proper coal supply to all coal 
Users," and that ''zones have been established so 
that coal supply shall be normally derived from the 
mines relatively near, thus preventing these ab- 
normal and wasteful transportation movements, in- 
faring more equal distribution of cars to the mines 
and more steady employment to mine labor/' ^ 
In depriving the consumer of coal from distant 
sources, the Fuel Administrator expressed the hc^ 
that ''he will realize that his using another sort of 
ooal is an essential part of the scheme of conservation 
in the interest of the national defense." Under the 
new regulations, producers demanding coal for 
jqpecial purposes, such as the by-products, gas, black- 
mnith, and metalliu*gical varieties, could still obtain 
ibmbt supply outside the zone in which they were 
idtuated. 

' The general effect of the zoning system, according 

* id Mr. Garfield, is to restrict eastern coals to eastern 

Kaaxkets, filling the vacancy in the central and 

. ; l i iita r n states from the product of those areas. 

Hhe economies of the new system are estimated in 

#1^ following terms: "Bituminous coal, the move- 

1^1^ |k^^ of which is regulated by the zone system, is 

^^ 1f^^&^ tons, or 60 per cent of the total 

B^ MucbS$» 1918^ p. 8; Ccmi. and Fin. Chroii.* Mudk SO, 1918^ 
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production. Based on this production, there will be 
saved on the round trip from and to the mines al* 
most 160,000,000 car miles. This will permit the 
same cars to make almost S00,000 additional trips 
to the mines, equivalent to an increase of 5 per cent 
in the production.**^ 

A final concrete problem of great moment was to 
find methods of conserving the consumption of coal. 
Price policies stabilized prices to consumers, machin- 
ery for the adjustment of labor disputes tended to 
assure continuous production, and the zone system 
provided for economies in distribution; but enough 
coal could not be produced to supply all consumers, 
and it was found necessary in addition to appor- 
tion the supply among the most important users. 

On January 9, Mr. Garfield announced the ''coal 
budget plan,'* which contained the Fuel Admin- 
istration's measures for supplying coal to the less 
essential industries. In substance, the new method 
called for conferences with representatives of par- 
ticular industries, voluntary agreements with each 
of these groups to restrict output, and the issuance 
of a formal order making legal and binding upon 
the entire industry whatever restrictions were vol- 
untarily agreed upon. The essential purpose was 
not to close the establishments. In fact, just the 
reverse was the object. It was the intention, how- 
ever, to compel manufacturers who were not con- 
tributing directly to the war needs to cut down 
operations so that coal thus saved could be sup- 

iQ. B^ March 2S» 1918» p. S. 
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|l^ to industries nmkiiig h^her in the order of 
iiHllinrtance. Conaistent with this phm, it was 
possSlde to conserve by reducing running hours, by 
Kmiting varieties of goods manufactured, by elim- 
inatiiHi of new products, by more efficient man- 
agement, and by transferring activity from non« 
war to war industries. Mr. Garfield made dear in 
hb es^lanations that the term ^* essential'' was 
rdhitive. Manufacturers miscalled ''non-essential," 
he maintained, ''are the backbone of the country's 
eeonomic system. They employ 10,000,000 workers, 
a&d from them must come the taxes and bonds which 
will ]^y for the war." ^ 

' The percentage of reduction proposed for the 
various industries depended partly on the character 
of the business and the extent to which it ccm- 
tributed to the national welfare, and partly on the 
advice of the leaders as to what was a practicable 
and safe shrinkage in view of former business ac- 
tivity. At the time the statement was issued 
l^wardb of a dozen industries had agreed to restrict 
etmiumption, with a prospective saving of from 
10,000,000 to 20,000,000 tons. By agreements in 
fOPiM^ect with other industries, the Fuel Adminis- 
V Mi(^^ was of the opinion that from 86,000,000 to 
^1 J^^ tons of coal would be saved during the 

llPl^lplfeiit year. One of the first groups to volunteer 
^:j||^^#eduetion was the American Brewers' Association, 
iil#ii contributed 700,000 tons to the conservation 
, tes. Others followed promptly, including 

^ Com. and Fin. Chioii., Feb. 8, 1918» p. 451. 
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manufacturers of paints and varnish, wall pap^» 
confectionery, artificial ice, boxboards, and glassware.^ 
The concrete application of the budget plan makes 
dear the fact that Plough coal was to be supplied 
to the industries in question to enable them both to 
keep their organization under control and to con- 
tribute varying amounts of their products to non- 
war consumers. But the regulations present many 
perplexities and threaten grave injustice to the 
producers. When a manufacturer of a given class 
of goods, for example, is put on rations, he is apt to 
shift to other commodities of a similar kind and 
thus thwart the purpose of the orders. With the 
development of the plan, it has also become in- 
creasingly evident that even among peace com- 
modities some serve a more important purpose than 
others, and this is true even among manufactiu'ers 
producing certain ^'lines'' of goods. It is therefore 
necessary to discriminate in favor of the more im- 
portant uses. It may be remarked that the whole 
budget plan, with its concrete applications, suggests 
many f eatiu'es of the former illegal method of pool- 
ing by which the output was cut and allotted on 
the basis of an agreement. For the reasons named 
above, the Fuel Administrator has been compelled, 
not only to prescribe certain percentages of output, 
but to regulate many of the features of operation. 
Some of the problems named above are witnessed 

^ G>m. and Fin. Chron., Jan. 19, 1918, p. 251 ; Feb. 2, 1918, p. 451 ; 
Bus. Dig.» Jan. 16, 1918, p. 95; Jan. 80, 1918, p. 158; O. B., Jan. 11, 
1918»p. 1. 
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ii^^ n^piktion of producers of day products. 
C^Utaflmeiit was based on the average output of the 
iodnstiy during the past three years. The pro- 
duetion of stoneware was cut only 15 per cent, be- 
cause vitrified and glazed containers are required 
as receptacles for food. Sewer pipes, a factor con- 
tributory t6 public health, and drain tile, needed for 
agricultural purposes, were cut only 25 per cent. 
On the other hand, a reduction of 50 per cent was 
ordered for face, paving, and common brick, for 
tanra cotta ware, and for roofing, fioor, and wall 
tSe. ''These figures," said the order, ''have been 
readied after careful investigation and represent 
rates of production which will be for the best intar- 
aits of the necessary Government work and in 
general for the interests of the manufacturers in- 
volved."* To prevent the less privileged pro- 
duces from giving attention to other day prod- 
:act8, the Fuel Administrator ordered that "no 
maaufaeturer who has for the past three years de- 
listed himself to a given line exdusively shall use 
iid Icir producing any other line without written 
glitliiwion from the Fuel Administration."* F!ro- 
i^a^fkm ci common vriiildow glass were limited to 50 
{!» caat of their output for either 1916 or 1917. 
Ibtol^yb^ not in existence, or not producing 
window glass, in the years named, w^ 
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^1 jifei^^ consuming fud "in excess of ^ahi..: 

'^v^^lidi t^ttpte of donilar capacity severally requhlB^ : 

kjmi)^/ » 4 B- Ainil 1«. 1918* p. 18. 
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to produce one half of such common window glass 
produced by them during either of the years named." ^ 
In the case of cement manufacturers, the agreement 
concerning coal supply was made with the priority 
commissioner and other representatives of the War 
Industries Board, and provided that producers 
would be accorded preferential treatment on con- 
dition that they limited production to an amount 
suflSdent to meet direct and indirect war require- 
ments or others of exceptional importance.^ 

Even the economies mentioned above have not 
proved sufficient to afford the coimtry coal supply 
adequate to all its important needs. It has been 
found necessary to rate industries in order of prior- 
ity and to apply the clamps to household consumers. 
A statement from the Fuel Administrator in Jime 
1918, explained that, from present estimates, it 
was evident that sufficient quantities of coal could 
not be transported to all parts of the coimtry to 
satisfy the needs of all consumers. To prevent 
interference with the war program it was neces- 
sary, therefore, to recognize that certain classes of 
consumers were entitled to preference. Priority ar- 
rangements had been worked out in January and 
February, in connection with the Fuel Administra- 
tor's closing order,' and on January 31, the Pres- 
idjei^t approved of a priority list as applied to con- 
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»0. B., Feb. £1, 1918» p. 8. * Ibid,, June 20. 1918» p. £. 

*Com. and Fin. Chion., Jan. 5, 1918, p. 26; Jan. 19, 1918, p. 247; 
240; 250; Jan. 26. pp. 854, SS5, 356; Feb. 2, 1918, pp. 448, 449, 450; 
Fdb. 0» 1018, p. 546; Feb. 16, 1918, p. 661, 
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wmamiiA fad ml.^ By the new plan^ however^ audi 
mmmgmxkeaXs have been made permanent. The 
fHrogram as announced in June 1918, is the result 
qI eottperation between the Fuel Administration 
iuid the War Industries Board. The latter body 
deddes what consumers are to have preference, 
widle the Fuel Administration controls methods of 
siuqpply and records of industrial needs. Provision 
is made for detailed reports covering the needs of 
mdustrial consumers and institutions, and state 
lad administrators are given the authority to ccm- 
trd the distribution of coal allotted to the States. 
To facilitate the assembling of preference lists, all 
consumers, except householders, were given a def- 
inite classification. This indudes riulroads, the 
Army and Navy, together with other departments 
d the Federal Grovemment, state and county de- 
partments and institutions, public utilities, retail 
dealers, and manufacturing plants on the War 
Bidustries Board's preference list. F!reference to 
ccmsuiners' in the list is worked out by the Board. 
By this arrangement, the entire coal situation of 
ij^ country is brought under control.* 

Rnally, the necessity for rigid economy has been 
bfought home to the household consumer. Ac- 
OOfding to the plan announced in July 1918, the 

i^:^ Ip^dved by dealers, each order being compared with 

obtained by very simple yet effective 

^^^Jk^'B^.I^'ms^p.%. s IMi.^ June 18, 1019» p. IS. 



^Iciiiiestic user, also, is to be closely watched. A 
>i.^j^^^ to be established over every order 
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formulas showing the rating of the house where the 
coal is to be used." ^ In doubtful cases, inspectors 
are to examine householder's statements with ref- 
erence to space to be heated and the kind of heat- 
ing system employed. The domestic consumer is 
to be allowed only the amoimt of coal that '* scien- 
tific analysis shows is necessary if the requisite 
care is taken in the heating of the house." ^ With 
an insufficient supply for winter necessities looming 
before the country, it is deemed important to in- 
augurate economies wherever possible. Thus, ac- 
cording to the plan, the amoimt of fuel permitted 
to the consumer will not be the amoimt of former 
years, but only '*so much as is scientifically found 
sufficient to heat his house to 68 degrees, providing 
every conservation rule has been obeyed." • 

The impression should not be obtained from the 
above discussion that fuel administration is only an 
isolated part of the program of war control. While 
the saving of fuel is one of the fundamental objects, 
the system in many respects is consciously de- 
vised to supplement the work of other boards and 
committees whose purpose is to regulate the supply 
of essential raw materials, capital, labor, and ship- 
ping facilities. Thus the Fuel Administration is 
only one cog in the machinery of war control which 
includes among others the Food Administration, 
Labor Administration, the War Industries Board, 
War Finance Corporation, and the War Trade Board. 

1 Bus. Dig.. July S4, 1918^ p. 188; Com. and Iln. Chnm.* July 19^ 
1918, pp. 140 ff. ; O. B.» July 8, 1918» i^. 1 and £. 
* O. B.. July 8» 1918. p. 2. * Ibid., p. 1. 
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CHAPTER IV 

DEVELOFMIMT OF WAB CONTROL (CwOinveii 

Labor 

TJnixkb the control of food and fuel, the war labor 
prc^jram has been developed without the authority 
of statute. The program, therefore, lacks the ele- 
ment of compulsion which is present where control 
is enforced by law. But, at that, considerable pres- 
sure can be exerted to secure obedience to volun- 
tary jneasiures. Where prices of fundamental com- 
modities are fixed under promise of employers not 
to reduce wages and to exert themselves to main- 
taut the output, as with iron and steel, copper and 
atmninum,^ and where government contracts are 
kt under condition of observance of certain labor 
standards, as with army clothing,^ and, in addition, 
Hiiere government boards and committees bring 
j^riBMure to bear through the grant or denial of 
gsrlodty privileges,' fairly adequate means of control 
ife provided. Besides, with boards which command 
^AE^^ respect examining the relations between 
J|||n3^^ and capitalists and making recommenda- 

IKg^ Oct 17, 1917, p. 107; Jan. 16, 1918, p. 98; O. B., Sept. 
; p. t; Noir. 16, 1917, p. 8; Dec. 89, 1917, p. 1; March 15, 
^ iS; May M^ 191^ p. 5; May 81, 1918, p. 8. 
yi^ Attg. W, inX p. 1. • Md^ July 16, 1918, p. 5. 
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ticms, it is probable that neither laborers nor em- 
ployers will risk the responsibility for any consid- 
erable disturbance in the face of public opinion 
which would quickly condemn them for lack of 
patriotism. The labor program, therefore, has 
grown principally on the voluntary basis, enforced 
by agreements which, in turn, rest largely for sup- 
port on the indirect methods named above. 

It might be thought that these measures are more 
effective with employers than with workmen, but 
we have had several instances where federal ad- 
ministrators have made clear to laborers that they 
must conform to government regulations. On a 
former page we cited Mr. Garfield's message to the 
miners.^ Equally stem was the method of Mr. 
McAdoo in dealing with the strike in the shops at 
Alexandria, Virginia. He made it emphatic that 
the Government could not be coerced or intimi- 
dated by any of its employees. **I cannot believe," 
said the Director General, *'that these men knew 
what they were doing. They are all employees now 
of the United States Government. They are not 
employees of any railroad corporation, therefore this 
was a strike against the Government of the United 
States. It is the first time in the history of our Gk>v- 
emment that any of its employees have attempted 
to strike against their Government. Such action is 
incredible." * 

^ Cf. «upra, p. 84. 

* O. B., May 31, 1918, p. 3. In this connection note Mr. Burleson's 
attitude towards unions in the Post Office service. Cf . Com. and Hn. 
Chron., Jan. 19, 1918, pp. 256, 257. 




'■ ■; ' J ... . ■ ■ . .: 



'^ ■ k- 



In its early stages, the labor program of tibe eo^i- 
txy was characterissed by lack of comprdieiisiTe pur- 
pose, and even by labk of understanding of the 
larger problems involved,^ nor has it as yet grown 
to indude all the work of government and war in- 
dustries; but many of the divisions of a compre- 
hensive plan are now in existence, indudiug meas- 
ures for housiDg and welfare work, machinery for 
the settlement of disputes between capitalists and 
laborers and for the determination of labor stand- 
ards, and employment service for unskilled workers ; 
and some progress has been made in coordinating 
the labor problems, of the different government de- 
partments. The larger part of this program is in 
the hands of Mr. William B. Wilson, Secretary of 
Labor, who is, in fact, the Labor Administrator. 

As in other fields of control, numerous problems 
were presented for prompt solution. Some were 
peculiar to the war; others were inherent in the 
economic system. Regulation itself, by limiting 
the activity of less important industries, tended to 
deprive some men of an occupation, but this ill 
was promptly remedied because of the insatiable 
demand for men. On the other hand, the ques- 
tuxn ci supplying the new war industries was quite 
a different matter. Hundreds of thousands of men 
with particular kinds of training were wanted at 
«Wce» and the demand has continued to grow with 



^11^,;. :;,**wm Fdfit. Eo(»L. XXVI, pp. • 
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425 flp., L. C. Mawhall, "The Wu 
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the expansion of the war program. Inddentallyt 
there arose the problems of housing laborers in 
congested areas and of preventing the migration of 
men from job. to job because of the bidding of 
employers against each other. 

While the demand was increasing, the supply was 
being curtailed. The draft, for example, has re- 
moved several million men from productive occu- 
pations. Meanwhile, the shortage was aggravated 
by the decline of immigration. During the three 
years ending with 1916 the net inflow was 50,070, 
125,900, and 216,400, or an average annual immi- 
gration of about 130,800 ; in 1912, 1913, and 1914, 
the net immigration had been 401,860, 815,300, and 
769,270 respectively, or an annual average of about 
662,100.^ An increasing demand, therefore, was 
met by a decreasing foreign supply. 

Another group of problems arose in connection 
with the distribution of laborers. TJnfortimately, 
the machinery did not exist for the performance of 
this work ; thus the coimtry was imprepared for the 
greatest labor readjustment it has ever been called 
on to make. However much there may have been 
in the assertion that there was no real labor shortage,^ 
at least the cpntention pointed to one of the first 
problems the coimtry was called on to solve, namely, 
that of shifting laborers promptly to industries 

^ First Annual Report of the Secretary of Labor, p. 06 ; ibid,. Second 
Annual Report p. 149; ibid.. Third Annual Report, p. 188; tbid.^ 
Fourth Annual Report, p. 177; ibid,. Fifth Annual Report, p. 182. 

■ Cf . infra. 
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wbete they are needed. The new employmeit serv«* 
ice is designed to do this, at least for unskiUed labor.^ 
The new labor problems involved other elements^ 
Business prosperity invited trouble, because it was 
an opportune time to insist on higher wages and to 
strengthen the position of the unions. Stimulated 
by visions of unusual profits, workmen were spurred 
on to demand a share in the increasing productivity 
of induistry • But if, on the one hand, they were lured 
to such activity, on the other, they were driven to it 
by the rising cost of living. Every important factor 
m the situation, therefore, made for labor unrest. 
Several collateral problems appeared in connection 
with the ones just mentioned. The abncxrmal condi- 
tions revealed clearly the lack of uniformity of wages 
and conditions even in related occupations ; mean- 
^dbile, the wretched surroimdings in some of the new 
indiistrial districts promoted unrest. Apparently, 
tilie feasible way of meeting the situation was to pro- 
vide authoritative organizations for the settlement 
of diffar^ices between employers and men, for the 
standardization of working conditions, and for the 
iti^irovenient of surroundings. These, abo, were 
di^rnents in the new labor program. Moreover, if 
iHakm&i were asked to limit their demands for 
wi^es, it was certain that they would present the 
lii^te^^^ proposal for the limitation of profits and 
tion of prices. Regulation could not stop 
^§1^ vmgeB; it had to include other factors that 
^Mm^ or indirectly on the wage situation; 

< O. B^ Jan. IM91«, p. 8. 
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nor would workers be satisfied with r^;ulation un* 
less it applied as well to employers. 

Becommendations covering most dl the factors 
indicated above were contained in the report of the 
P^resident's Mediation Commission of January 9, 
1918. The Commission urged the elimination of 
profiteering, the recognition that some form of col- 
lective relationship between management and men 
is indispensable, the establishment of continuous 
administrative machinery for the orderly disposition 
of industrial issues and the avoidance of an at- 
mosphere of contention, imified direction of the labor 
administration of the United States for the period 
of the war. In addition, the Commission urged 
that when assured of soimd labor conditions and 
effective means for just redress of grievances, labor 
in turn should surrender all practices which tend 
to restrict maximum output, and that the purposes 
of the Government, and its methods, should be 
brought home to the fuller understanding of labor.^ 

Undoubtedly, when the United States entered 
the war, the first thought of American labor or- 
ganizations was the protection of their standards, 
for it was thought that war injured the workmen's 
industrial status. From labor's point of view, the 
earliest policy was protection. Possibly, the lead- 
ing purpose in inviting representatives of English 
organizations for conference in the United States 
was to learn how they had met the problem. Thus 
said Mr, Samuel Gompers, President of the Amer- 

^ Bus. Dig., Feb. 20, 1918» p. 255; O. B., Feb. 11, 1918^ pp. 9 ff. 






kmtk V^AeMicm €i LatKnr, in addressiiig fbe oM« 
faience: '* While it is true and may be neoessafy 
tliat fot a ipedfic limited period of time all may be 
lequiired to make heroic sacrifices, the whole history 
of the wwld has shown that in the long nm this form 
of hystoJa is detrimental not only to the cause at 
bsoe but also to the protection and the welfare of 
the great masses of the people." ^ And Mr. James 
ThcHoias, of the English delegation, said at the 
meeting May 15: '*We asked the Gk>vemment to 
see that whflst men were called upon to give their 
life, it was not too much to expect other people to 
give up some of the luxuries that they were enjoy- 
ing. Therefore, I am giving this illustration to 
show that consistent with our desire to make sac- 
ri&xss ourselves we naturally and jealously safe- 
guarded the interest of our own people as well as the 
community by insisting that the sacrifice should 
not be a one-sided one, but should be made by all 
dbsses of the people."^ The simunary of infor- 
ioataticm given by the visitors on May 18 was largely 
a concrete application of the principle contained in 
thiie two addresses.' The idea received even clearer 
itatament from Mr. (xompers when he said : ** Cer- 
t$bi fundamental questions have required atten- 
^011^ 01^ being the effort to maintain our present 
liOliiiinie standards — legislative and otherwise — 
|llil;S such a time as the Council of National Defense 

^^^^i^l iPx^i"^ IaIioc^s Yfaa MeMage to American lAhot, Sen. Doc Nd 

Com** Ut S(BM., p. IS. * Ibid.p p. 16. 
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shall request the lowering thereof because essential 
to the maintenance of democracy." ^ It is inter- 
esting to notice that P^resident Wilson emphasized 
the same principle. On August 81, 1918, in inform- 
ing Mr. (xompers that he was unable to attend the 
Minneapolis conference of the Alliance for Labor 
and Democracy, he said : '*I myself have had sym- 
pathy with the fears of the workers of the United 
States ; for the tendency of war is toward reaction, 
and too often military necessities have been made 
an excuse for the destruction of laboriously erected 
industrial and social standards." > 

It still remained for the unions to formulate con- 
cretely methods for working out the principle of 
protection. This was done at the meeting of the 
American Federation of Labor at Buffalo, Novem- 
ber 12 to 24. The Federation urged that in deter- 
minmg wage rates other things than the cost of 
living are to be considered, and that the existing 
wage rate in an establishment should be consid- 
ered as to its equity. Moreover, in constituting 
boards and commissions to study questions of em- 
ployment and terms of labor, the Federation 
insisted that there should be equality of representa- 
tion between employers and wage earners. Fur- 
ther, that all new arrangements should contain a 
clause announcing that the right to organize is 
inalienable and that prevention of the exercise of 

^ O. B., May 28, 1917, p. 8. 

* Report of Prooeedings, Thirty-Seventh Annual Conventioii Amer- 
ioui Federstkm of Labor, pp. 06, 97. 
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tliis right by the «nployer is a vioktion of these 
principles, that cooperation should exist in indus- 
tries, and that there should be recognition of em- 
ployees as a group, having common interests. This 
was a prerequisite of cooperation.^ 

Apparently, this program might have been in- 
terpreted to mean something more than the main- 
tenance of the status quo during the war period, for 
if the rules were accepted that other things than the 
cost of living were to be considered in settlement of 
disputes, and if proposed new wage rates were to 
be considered on their equity, the unions might 
have availed themselves of war conditions to greatly 
8tra[igthen their position. An equitable adjust- 
ment might have been interpreted to mean not only 
one in which advances kept pace with the increase 
in ea^nses of living, but something more, because 
it mi|^t have been deemed equitable, since de- 
memd for labor greatly exceeded supply, that the 
men be given the advantage of the market conditions 
tot labor. Moreover, the insistence on the inalien- 
able right of the men to organize as a fundamental 
principle was a great deal more than the mainte- 
mimoe erf pre-war conditions, since many employers 
did not recognisse that right, and acquiescence would 
liave meant the sudden advance of union prin* 
^^pleg and the strengthening of the union position 
lii tib^J^ of the war. We shall see presently how 
1 k§ IImI^ are treated by the War Labor Board. 

ioi ftoo f w w li ngn Hdrty-Seventh Annual Gon^entioii Amer- 
«f Lrfior, iip. 107 ff . ; Bus. Dig., Nov. 28, 1917, pp. mt ff. 
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On the employer's side, it was usually urged tliat 
neither employers nor workmen should take ad- 
vantage of war conditions to strengthen their re- 
spective positions. Thus, the National Industrial 
Conference Board, on September 6, 1918, at the in- 
vitation of the Coimdl of National Defense, sub- 
mitted a plan of settlement. After stating that dis- 
putes operate to the advantage of the enemy, and 
that industrial workers are as indispensable to 
victory as soldiers on the firing line, the Board urged 
the Coimdl to accept the principle of settlement of 
the Anthracite Coal Strike Commission, namely, 
'^That no person shall be refused employment or in 
any way discriminated against on account of mem- 
bership or non-membership in any labor organiza- 
tion ; that there shall be no discrimination against, 
or interference with, any employee who is not a 
member of any labor organization by members of 
such organizations." 

In order to clear up the ambiguities in the Coun- 
cil's statement that "employers and employees in 
private industries should not attempt to take ad- 
vantage of the existing abnormal conditions to 
change the standards which they were unable to 
change imder normal conditions," the Industrial 
Conference Board urged that demands for increased 
wages should be tested by the prevailing local 
standards of the establishment at the beginning of 
the war, subject to modifications to cover changes 
in the cost of living ; that, as applied to hours, the 
standards should be those established by statutes^ 
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m pwiTMliiig in the industries at the beginniiig of 
t^ war, subject to diange on recommendation of 
the Council; and that as applied to '^op^oi" and 
''dosed'' shop condition£(, ''it shall be understood 
and agreed that every employer entering the period 
of the war with a union shop shall not by a lockout 
or other means undertake to alter such conditions 
for the duration of the war, nor shall any com-r 
biuation of workmen undertake during a like pericnl 
to 'dose' an 'open' shop/' ^ 
. ThiKsi the prindples were stated. The most press- 
ing problem, as seal at this stage, was to rid indus- 
try of conflicts arising out of questions of wages, 
hours, and working conditions, and most of the 
^nphasis during the early months of the war was 
on this feature. The Council of National Defense 
was not organized for this purpose, but it could 
take the initiative in providing the general ineaos of 
settlement. The prindpal labor committee of the 
Advisory Commission was the Committee on Labor, 
of whk^ Mr. Gompers was chairman, and cooper- 
ating with it were the sub-committees on mediation 
and eoiiciliation, wages and hoiurs, on women in in- 
dustry, and on welfare work.^ As the name of the 
luger otganization indicates, the function of these 
i0oa|ierating bodies was to advise the Council. * 
H^'0^ plans for the adjustment of disputes, 

y^^: v^liNWUrated in the early part of August 1917, were 
i:;|p;M to operate in particular groups or classes 

fli^lM^ MtfelSii^ift^ t^ Ilto. Ctmm., Sept. », 1917, pp. 1271, 1878. 

iJkusmXVl0pcBtt of the Couiual of Natkmal Defense, pp, IIS ff 
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of industries, with little thought of a comprehen-* 
mve program which should include all the important 
elements affecting the labor situation and which 
should cover all the war activities of the country. 
It was not until January that the larger plan b^an 
to take form. Thus, separate bodies were ap- 
pointed to settle troubles in plants having con- 
tracts with the Government, among longshoremen 
and their employers, in the shipbuilding industry, 
and in the establishments of the Government. Nor 
was there anything particularly new in the prin- 
ciples involved in the settlements, except that a 
little more care was taken to prevent disputes from 
arising, and the new arrangements anticipated strikes 
and lockouts by providing in advance agreements 
which in all likelihood would prevent their occurrence. 
On August 9, 1917, the Council of National De- 
fense announced its intention of appointing a Labor 
Adjustment Commission to decide issues in private 
plants working on government contracts.^ It was 
composed of nine members, three each representing 
the Government, employers, and workmen. The 
Commission was empowered to appoint committees, 
provided these were composed of the three elements 
represented in the Commission. All contractors 
and subcontractors were subject to the eight hour 
law of June 19, 19i2, or March 8, 1913. Wages 
were to be computed on a basic day rate of eight 
hours' work with overtime rates at not less than 

^ Ccmi. and Fin. Chron., Aug. 11, 1917, p. 566; O. B., Aug. 10, 1917, 
p. 2. 
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tmie and one half for overtime. The Department of 
Labwof its own initiative could appoint mediators, 
who were to endeavor to bring about a satisfactory 
settlement. In the event of failure, the issue was 
to be brought before the Commission. The compel- 
ling element was found in the provision that ^* every 
contractor and subcontractor shall agree to accept 
and abide by the decision of the Labor Adjust- 
ment Commission or labor adjustment committees, 
as the case may be, and every worker accepting em- 
ployment in any plant within the jurisdiction of the 
Adjustment Commission shall do so with the definite 
understanding and agreement that he will accept 
and abide by the decisions of the Adjustment Com- 
mission or the adjustment committee, as the case 
may be, in the settlement of any question a£Fecting 
labor submitted to it for adjudication." ^ 

On August 10, an inter-departmental committee 

was announced, whose function was to adjust the 

scale of wages of employees in government plants. 

It was composed of representatives of the Depart- 

aients of Navy, Army, and Labor. In determining 

wages for the next twelve months, the committee 

amiounced that it would take as a basis for govem- 

mmit pay the average wage paid in any given com- 

lasmity. In some instances, the United States was 

liajr&lg more, in others less, than the average rate. 

;a,v Iftr^^W^ that this policqr would tend toward 

^v|^^ ^^^^ the amount paid by the Govem- 

l^ife^'^ili** «^ private interests.* 

^Xkm* tmd Ffan. CSiroa., Aug. 11, 1917, p. 50S. 
»IW*, Aug. 18, 1917. p. MS. 
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The threatened strike among longshoremen was 
the occadon for the appointment, August 29, of a 
commission to settle disputes betweesi workmen of 
this description and their employers* As with the 
Adjustment Commission outlined above, provision 
was mAde for representation of the Grovemment, 
employers, and men, with the addition of a member 
from the Committee on Shipping of the Council of 
National Defense. Besides the national body, there 
were to be local commissions m each important port, 
composed, like the central body, of representatives 
of the various interests. The memorandum of 
agreement provided for negotiation on the basis of 
the union scale of wages in force at each port on 
August 1, 1917; consideration was to be given to 
special circumstances arising since that date which 
might affect wages, hours, and working conditions. 
All differences which arose in particular ports were 
to be settled, if possible, by the local commission. 
If that failed, the case could be taken for review to 
the National Commission. At all events, the work was 
to continue without interruption pending the action of 
both local and national bodies. Finally, all adjust- 
ments of wages, hours, and conditions by the National 
Commission were made binding on all parties.^ 

In shipbuilding, also, as in the other industries 
discussed above, the method followed was to pro- 
vide for settlement without reference to any gen- 
eral labor plan. A body, — the Shipbuilding Labor 
Adjustment Board, — was constituted to deal with 

^ Louis B. Wehle, Quart. Jour. Econ., XXXn, pp. 180, 140. 
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tUtt pmiksokst iadmitry. Indeed, the plan ww 
ivtxdced out hastfly so that it mii^t be available lor 
tbe setttement of pending strikes. According to tbe 
agfeement of August 20, the new organization was 
to be composed of three members r^resenting the 
public, the workmen, and the fleet C!or}x>ration. 
ProTision was made for an examiner in each of the 
geographical districts selected jointly by employers 
and representatives of labor organizations. The 
duty of this official was to settle the disputes locally 
if possible, otherwise to refer them to the national 
body.^ The Adjustment Board apparently had 
little or no influence in the settlement of the San 
Francisco strike. The trouble had been pending 
since August 14, when the strike was formally voted, 
but was delayed through the influence of some of 
the leaders until September 18; final settlement 
was not reached until September 26. According to 
the press dispatches, the principal factors respon- 
sible for the adjustment were the willingness of the 
Government to go any length to prevent delays in 
the shipbuilding program, and an offer by the 
^i^ping Board to share the added expense to the 
dbipbuilders, caused by the adoption of the new 
wage Bcale, Accordingly, the Government's pro- 
posal, whidi' the San Francisco shipbuilders later 
acoapted, provided that it would pay half of any 
WHifinccease where the companies did not make in ex- 
of 10 per cent profit on the commandeered ships.* 



'$^§'M^ ' sjiOdfB. Wellies Qnart. Joiiir. Eoon., XXXII, i»p. 1S8, 187. 
g|||!k:^^'^^ maima. CtuoiL, Sept. SO, 1917, p, 1S67. 
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During the months unmediately succeeding this 
settlement the Adjustment Board took up its task, 
and has since met with a good measure of success 
in the settlement of disputes.^ On April 19, 1918, 
the Board announced material changes in its rule 
of practice. One of the new problems attacked was 
to prevent shipbuilding artisans from drifting from 
place to place in quest of more favorable oppor- 
tunities, but this task could only be accomplished 
by standardizing wages and conditions of work. 
The Board was of the opinion that the plants on the 
Great Lakes and northern Atlantic seaboard were 
in the same competitive area, and that substantial 
justice would be done the men if the conditions 
within these regions were made uniform. Thus, it 
was decided to establish for the yards on the Great 
Lakes the same wage scale, hours, and other regula- 
tions that prevailed in the East. The new scale ad- 
vanced substantially the pay of artisans in a num- 
ber of the Lake's crafts, but to avoid trouble due 
to possible reductions, it was provided that the 
wages of no individual employee should be lowered 
as a result of the change. The new arrangement was 
made retroactive to April 1, except where otherwise 
agreed upon in writing by the yard owners and theu* 
employees.* 

With reference to the settlements of disputes, the 
new plan provided for the selection of three mem- 
bers by each craft by secret ballot. These men 

1 Quart. Jour. Eoon., XXXII, pp. S99 ff. 
• O. B., April M, 191S, pp. 12» 18. 
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ooDfltitttted a shop committee. Grievaaoes were 
first tafc^i to the shop foreman or general f oremaiiy 
thence to higher officials of the company, and ul- 
timately, in the event of failure lower down, to an 
^caminer appointed by the shipbuilding Labor Ad- 
justment Board.^ 

The same general method employed in the ship- 
building industry and with the longshoremen, 
namely, the settlement of labor problems for the 
industry, without reference to a general plan, was 
followed also with the railroads. Even the re- 
cruiting program for unskilled labor was not applied 
to this industry.* 

In a statement of February 21, Director-General 
McAdoo defined the position of the Govemm^it 
with reJfer^ice to railway labor. He stated that the 
broad question of wages and hours would be passed 
upon and reported to the Director-General as 
promptly as possible by the Railroad Wage Com- 
mission. Pending its investigation, all requests 
involving a revision of schedules and general ques- 
tkms affecting wages and hours would be held in 
abeyance. In any event, should an advance m 
Wtfl^ be granted on the basis of the Commission's 
f^K>rt, it would be retroactive to January 1, 1918.' 
Hie stataoient added that ^'no discrimination wfll 
be made in the employmeDt, retention, or conditions 
P^5^^ iiie^^ employees because of member- 

^1% d^ in labor organizations."^ 

,B^^m^ B^ ■ Ania «ti^ » « cf. ti^ 

' "''^ ^^i^:'^fiiife^ V.9^lml^^ S^> ^^P^ ^9X9, p. 110. « IMd. 
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With reference to labar» the first mipcNrtaat rt^ 
takoi by the Raiboad Admiiustrati<»i was the ap- 
Iiointmeiit of a Raiboad Wage Commission about 
January 18. This body was authorized to study 
the whole field of railway labor in the United States, 
compensation of persons ia the railroad service, re- 
lation of railway wages to wages in other industries, 
conditions in diffeirent parts of the country, special 
emergencies affecting wages because of the war, and 
the relation between different classes of railway 
labor.^ The appoiatment of the commission was 
the outcome of a large number of complaints and 
demands of employees pending before the managers 
for some time past. 

In March, the Railway Board of Adjustment was 
created, largely for the purpose of settling con- 
troversies. This board was composed of eight 
members, four representing the railroads, selected 
by the regional directors, and paid by the railroads, 
and four representing the brotherhoods and com- 
pensated by them. Disagreements were to be 
handled in the first instance by local committees of 
employees and local officers of the roads ; in case of 
failure to arrive at a settlement, the issue was to be 
transferred up the line to the Director of the Divi- 
sion of Labor of the Railroad Administration, who, in 
turn, presented the case to the Board of Adjustment. 
If a majority vote could not be obtained from this 
body, final decision rested with the Director-Greneral.* 

^ O. B.» Ja»i. 19, 191S, p. 1 ; Com. and Fin. Chron., Jan. 5, 1918^ p. 88; 
Jan. 26, 1918, p. 865. 'O. B., March 25, p. 2. 
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!E)ie Balbciad Wage Gominksion issued iU rq^ort 
oil May 8, recommending advances which totaled 
iqiwards of $S00»000»000 and cova^ upwards of 
S»OOOfOOO employees. The reason assigned for the 
advance was to adjust wages to the new cost of 
living.^ The Director-General's order of May 26 
unbodied most of the recommendations of the Com- 
mission. Two principles were clearly recognized, 
luunefy, the basic eight hour day, and the pay- 
Qient of equal wages to negroes and white employees 
petforming the same work. The increase alFected 
principally the shop trades, such as machinists, 
boilei^makers, and blacksmiths. A minimum rate 
of 6$ cents an hour was established, and modifica- 
tions made which increased the pay of common 
laborers H cents an hour over the rate of Decem- 
h& $1, 1917, in case the recommendations of the 
Commission were less than that amount.' 

The methods discussed above refer to particular 
industries or groups of industries. While the plan 
wvemd an import^t part of the field, it left labor 
eondiUons in many ind^ustries unregulated, and at 
thaty it anphasized only one element of control, 
Amnely, the relations between employers and men. 
Tbe necessity existed for a plan whidi not only as- 
Imred industrial peace, but at the same time brought 
piyiin the scope of administration all the important 
Ibetors whidb affected the country's war produc- 

^#) 1^^ Cam. and Fin. Cliion.» May 11, 

"" ^ ""^ nPfi; MUbrl%1918,p.S086; Jane 1» 1918, p. 2207. 
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tion plans; hence the demand for a larger pio- 
gram. 

On January 8» President Wilson announced his 
approval of a program of war labor administratiaa 
which had previously been submitted by Secretary 
Baker, as chairman of the Council of National De- 
fense, and by Secretary of Labor Wilson. Six 
groups of activities were outlined. The new plan 
included, first, means of furnishing an adequate and 
stable supply of labor to the war industries, which, 
in turn, required a satisfactory system of laW 
exchanges, methods for training workers, an agency 
for determining priority demands, and agencies to 
administer the dilution of skilled labor. Second, 
machinery to provide for the unmediate and equi- 
table adjustment of disputes in accordance with prin-^ 
dples to be agreed upon by laborers and capitalists. 
A third factor included methods of safeguarding the 
conditions of labor in the production of war products, 
with particular reference to sanitary conditions in 
the establishments, safety provisions, and care of 
women and children. The fourth group of activities 
covered conditions of living, including housing and 
transportation. Li addition, the new plan called 
for an agency to assemble data for the information 
of officials in perfecting their labor plans; and 
finally, an information and educational division, the 
function of which was to develop public sentiment, 
secure an exchange of information between the de- 
partments of the labor administration, and to pro- 
mote in industrial plants ** local machinery helpful in 
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etaxykitg out the national labor program." ^ Pres- 
ident lll^lMni requested the Secretary of Jjabm to 
tailEe chaige of the proposed labor administration 
and to select the appropriate means for carrying it 
out. 

The upshot of this plan, therefore, was to put 
into the hands of Secretary Wilson the task of 
fwmulating a broad labor policy for the country. 
The Secretary promptly called to his assistance an 
Advisory Council to work out the details of the new 
administration.* He also urged the appointment of 
a War Labor Conference Board, composed of rep- 
rasentatives of laborers and employers, to formulate 
princqiles for the settlement of disputes. This 
body reported March 29, stating principles and 
Moommending the creation of a National War Labor 
Board to deal with the questions involved. The 
leading products of the labor policy inaugurated in 
January are summarized in the activities of the 
War Labor Board approved by the President April 
8» 1918, and of the War Labor Policies Board in*- 
Mgurated about May 20.' 

The . principles mentioned above are a sort of 
e^isirtittttion to which all decisions under the juris- 
#staoti of the Labor Board must be referred for 
lldidatiim. Undoubtedly, neither employers nor 
ifibmfm aie folly satisfied with these measures, but 

s^^ , AIIoIl: Bil^ 1918^ pp. 78 ff.; O. B^ Jan. 9, 
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since many of the leaders of industry and labw 
have given their assent to the plan, it commaads 
their support. It has the advantage of giving a 
uniform policy of settlement which is workable at 
least during war times, and, of course, to the ex- 
tent that it succeeds, it has the great advantage of 
preventing industrial disturbances. 

The four principles stated by the Conference 
Board were the following : 

First. ''The right of workers to organize in 
trade unions and to bargain collectively through 
chosen representatives is recognized and affirmed. 
This right shall not be denied, abridged, or inter- 
fered with by the employers in any manner whatso- 
ever." 

Second. ''The right of employers to organize in 
associations of groups and to bargain collectively 
through chosen representatives is recognized and 
affirmed. This right shall not be denied, abridged, 
or interfered with by the workers in any manner 
whatsoever." 

Third. "Employers should not discharge workers 
for membership in trade unions, nor for legitimate 
trade union activities." 

Fourth. "The workers, in the exercise of their 
right to organize, shall not use coercive measures of 
any kind to induce persons to join their organiza- 
tions, nor to induce employers to bargain or deal 
therewith." ^ 

In explanation of these principles the Confer- 

1 0. B., April 1, 1918, p. 7. 
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BmtA said tliat in establishments where vacdiom. 
aAk^ eadst, the same shall continue, and unkm 
standards as to wages, hours, and otha* conditions 
sfaaD be nuuntained. On the otha* hand, in estab- 
lishments where union and non-union men and 
wmmxk worked together^ and where the employers 
meet only with employees or their representatives, 
the omtinuance of such conditions was not to be 
denned a grievance* But this declaration was not 
to be interpreted as denying the right or discourag- 
iag the practice of forming unions.^ 

The functions and powers of the National War 
Iiab<^ Board were to bring about a settlement by 
mediation and conciliatio^ of controversies arising 
in industries necessary for the effective prosecution 
of the war; to do the same thing for similar con- 
trov^ersies in other fields of national activity where 
delays might be detrimental to production ; to sum- 
mm the parties to the controversy for hearing and 
aetion; and to provide the machinery for settle- 
ment. This machinery included, in addition to the 
National War Labor Board, local committees chosen 
by the Board, resident in important industrial 
oenters. ^ Disputes which local committees could 
not decide were to be referred to the national body, 
and m the event of failure here to secure unanimous 
Jbeiri the Board was to choose an umpire, by 
Sywiifanous vote " ; failing such a choice, the name 
'^;^^^ 1|^^^^^^ un^pnre was to be drawn from a list of ten 
^[||il;^^|^^ and disinterested persons to be nomi- 
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nated for the purpose by the Fresidait of the United 
States/'^ It will be recaUed that on April ^^ 
President Wilson formally approved of this policy 
and appointed former President William H. Taft 
and Hon. Frank P. Walsh joint chairmen of the 
new board to represent the public, and five mem- 
bers each to represent employers and workmen.* 
On July 12, the President announced the names ci 
ten persons who were to act as umpires.' 

To the student of reconstruction j>roblems, the 
most important question arising in connection with 
this program is how the new arrangements have 
changed the old system. Mr. Walsh was of the 
opinicm that the program is an important concession 
to the principles of industrial democracy. Com- 
menting on the War Labor Board and its prospec- 
tive activities, he said: '^The local committees of 
mediation and conciliation of the National War 
Labor Board will constitute the forums of indus- 
trial peace in the United States. . . . These princi- 
ples seciu*e to the employer maximum production 
and guarantee to the worker his right to organization, 
healthy growth of the principles of democracy as 
applied to industry, and the highest protection of 
his economic welfare.*' * 

It is certainly true that the 'War Labor Board has 
emphatically a£Srmed the right of the men to or- 
ganize, and has given strong support to collective 
bargaining, although this principle is not as fully 

1 0. B.» April 1» 1918 p. 1. * s Ihid,, April 10, 1918^ p. 8. 

• Ihid., July 15, 1918^ p. 1. « Ibid., May 18^ 1918, p. 8. 
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rwegii&Eed as the unions desire, since it is not 
the unions that employers are asked to deal, but 
with organizations of workmen within the shop. 
Indeed, while the employer is not to deny the 
rig^t of the men to organize, nor to prevent them 
frcHn doing so, he is not required to recognize the 
uni<m.^ Hie Western Union Telegraph case illus- 
trates this point. Mr. Taft, ai the suggestion of 
Mr. Walsh, submitted to the company the proposi- 
tion that the company receive ^^a committee of its 
own men only who desire individually, or in a group 
composed of the employees," to present requests 
fm betterment of conditions, and that ^*the Western 
fjnicm should not be required in any, way to deal 
with the union or to recognize it.'** In other 
req^iects, the new plan seems to make larger conces- 
sions than are actually obtained. Thus, the unions 
would undoubtedly insist that much of the force 
is taken out of collective bargaining by denying them 
theuise of coercive measures. The policy, therefore, 
h only a part concession to union principles ; on the 
etib^ hand, as we have already indicated, the new 
j^an subtracts somewhat from the employer's former 
podtbn of strength because it grants to the men 
ikt right to organize, and many have availed them- 
idvesof this grant. Both the plan and principles 
btei the marks of compromise in which each side, 
iil least for the period of the war, has yielded some- 
■f^l0X^ hst the sake of industrial peace. The full 

^O. B.« Aixril 1, 1918^ pp. 1 and 7. 
*iMi, June 4,1918, p. 6. 
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significance of the policies of the War Labw B(oai4 
cannot be known until its. measures are more fi^ 
developed. 

In the recent work of the Board, we have some &^ 
dications of the directions in which the decisions wiO 
run. In a controversy at the plant of the General 
Electric Company at Pittsfield, Massachusetts, the 
action of the Board required the company to aban- 
don the system of individual contracts. It was an* 
nounced that the staff of the Board would devise a 
system of elections by which the workers could 
choose committees to represent them in dealing with 
the company.^ In a wage case, involving upwards 
of 8000 workers at Waynesboro, Pennsylvania, the 
Board fixed 40 cents an hour as the minimum rate 
to be paid to any class of men, including com- 
mon laborers, and announced that it had under 
consideration the determination of the living wage 
which, under its principles, must be the minimum 
rate to permit the worker and his family to sub- 
sist in health and reasonable comlort.' Thus far, 
the Board has declined to attack the problem of 
the national minimum. According to an announce- 
ment about August 1, the policy to be adopted is to 
settle the minimum in each particular case as it arises*' 

The notable case in which the Labor Board has 
failed to obtain a settlement is the instance of the 
Western Union Telegraph Company referred to 
above. The failure, no doubt, hastened the taking 

^ O. B., July 1, 1918, p. 2. ^ Ihid,, July 15, 1918, p. S. 

• Ihid,, Aug. 1, 1918, p. 1. 
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oimroi the oompaiiy by the Govemmeiit. Fundft- 
Oliesital principles were involved, as is indicated by 
tile statement of both sides to the oontrovasy. 
''l%e company/' according, to Mr. Newcomb Carle- 
ton» the president, ''also offered to cotfperate with 
the War Labor Board in the development of an or- 
ganisation to be confined to the Western Union eak- 
pkiyees/thus giving the employees an opportunity 
f CKT collective bargaining, and agreeing to submit aU 
differences between the company and this organ- 
iiatkm to arbitration by the National War Labor 
Board." ^ To this policy Mr- Taft replied : "I do 
not think our principles include the closed non- 
imion shop in the status quo to be maintained. • ^ • 
You deny to a majority of your employees a right 
to join a labor union.". * The Western Union wais 
wiOing to permit an organization within the com- 
pany and collective bargaining with this, but refused 
to deal with an outside organization ; the Board in- 
sisted cm the right of the men to organize, but it 
did not urge the company to deal with the union. 

The other organization to which was entrusted 

tibe task of working out the broad outlines of a 

laliw poU^ for the country is the War Labor Policies 

Board. The distinction between the activities of 

. Ishe two organizations is made clear by Mr. Felix 

^^ I^^ diairman of the Policies Board. The 

' ■.^/'^^^.'hilhm Board, according to this exposition, is 

: i>|;U and l^pslative-judidal in the sense that it 
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will be a oourt of appeal whare one ot more of lii 
enunciated principles are involved in dispute, ev^ift 
as betwe^i appellant and any branch or board of 
the Grovemment, and legislative at such times as 
the establishmehKof a new principle to govern in- 
dustrial relations is in contemplation. The so* 
called Taft-Walsh board is a court of adjustment of 
differences between employer and employee, with 
final jurisdiction in cases where its governing prin- 
ciples are in question/' ^ 

The Policies Board, on the other hand, is prinei^ 
pally an administrative body. Its functions are to 
determine directly for war industries, and indirectly 
for non-war industries, questions involving the dis- 
tribution of labor, wages, hours, and working con- 
ditions. In case of government producti<m, its 
decisions are executed by the various production 
departments of the Government. The execution is 
direct, also, for industries involved in war work. 
For non-war industries, the regulations are worked 
out through the War Industries Board, which, by 
virtue of its control over the flow of essential raw 
materials, can bring effective pressure to bear on 
such industries. Thus, the Policies Board num- 
bers among its duties the development of plans for 
a unified administration, and brings together and 
cottrdinates the methods of the various government 
departments in dealing with labor problems related 
to production. It is not concerned with disagree^ 
ments between employers and men, since the gov- 

> O. B., May 17, 1918» p. 18; ibid., liine 8» 1919. p. 18. 
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cnHnait departments represented on the Board are 
themselves large ^nployers of labor .^ 

One of the earliest tasks of the new board was to 
standardize wages of men employed in the service 
of the United States. In the latter part of June the 
Polieies Board passed a resolution to the effect that 
*' wages paid by government departments and con- 
tractors engaged in war work should, after confer- 
ence with representatives of labor and industrial 
management, be stabilized by this board/' * The 
Committee on Standardization was mstructed to 
proceed with its work '"with all possible expedi- 
tion/' In the latter part of July, the scope of this 
wwk was extended to cover the whole country. 
Wa^ standardization/' according to the Board, 
merdy extends the familiar method of wage fixing 
to cover the entire nation. What has been done in 
many industries the War Labor Policies Board is 
planning to do for the whole people. But, although 
wage standardization admittedly follows familiar 
piecedent, it is solely a war measure."' Thus 
far, the Board has consulted representatives of the 
Sietal trades unions and employers, and employers 
and mai in the building trades. The task of stand- 
iipdization has just begun, and the easiest part, — 
the i^kns, — represent the chief accomplishment, 
pudsiubtedly, many snags and shoals lie in this 
':'^,^tmnt^ and the end of the standardization journey 
^^^^^^ # off. 

V^;^^-i^^''Wtk1kiyi9 1% mSi p. 18. > MA.. June U. 19ia p. 4. 

^^^f^ivi^ * %nuL. My M. m^ p. i«. 
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In other respects the policy has a more €ivtiiii 
condusicm. No serious difficulty is encouniteredla: 
preventing competitive bidding betwe^i war aiid. 
non-war industries for labor; thus, the resoAiitkitt 
of the War Industries Board of July 11, to the 
effect that this Board, through its priority diviaioii» 
will withhold preference from manufacturers whose 
bidding attracts men from war industries, promises 
a successful outcome.^ 

Recently the Policies Board has been disturbed 
by disquieting rumors that its action would make 
impossible a change in rates of wages and working 
conditions pending its study of the problems ci 
standardization. To make clear that this was not 
the case, the Board stated that it had definitely 
adopted the principles of the War Labor Board, and 
restated these principles at considerable length.' 

The Policies Board has, also, defined its attitude 
towards women's work. While recognizing that 
substitution is necessary, the Board urged that **B, 
clearly defined policy is needed which shall de- 
termine what kinds of work women should per- 
form, how they should best be introduced, under 
what conditions they should be employed, and 
what work they should perform." • It then laid 
down the rules that the shortage of labor in essential 
war industries should be met in part by further intro- 
duction of women, but that, as far as possible, wom^i 
shall be employed in occupations most easily filled 

> O. B., July 16, 1918, p. 5. * Ibid., July 22» 1918» p. 15. 

s Ibid., July 17, p. 10. 
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bir tliiem» such as daricfll a&d accounting work in 
mannlactoring and mercantile establishments ; tbat 
iramen should not be employed to replace men in 
occupations clearly unfit for th^n, as in pool rooms, 
sttlocms, mines, smelters, quarries, and glass works ; 
and that where women are engaged in industries 
inircdving special hazards, special care shall be tak^i 
to guard their health, comfort, and safety. The 
Board also urged that the recruiting of women into 
occupations hitherto held by men should not be 
made a pretext for unnecessarily replacing men; 
that the recruiting of young mothers for war work 
should be discouraged, and that where women are 
employed in such new occupations as street ciir and 
messenger service, it should be done under spedal 
regulations as to hours of work and night service.^ 

One more activity of the new labor administra- 
l&si needs discussion. It will be recalled that early 
m January, in submitting the outlines for the new 
kbot l^lan. Secretaries Baker and Wilson urged as 
cpe of the elements of the program an adequate em- 
flogrinent service, which would supply labor for the 
mm. mdustries.' 

f > iPijor to January 8, 1915, the Division of Infor- 

llMilion of the Bureau of Immigration had been con- 

;||lW?ting an employment service in a limited way in 

lllpfi J^^ office in New York City. On the date 

named, Secretary Wilson extended the scope 

:llile employment work, with the intention of con- 
it with various local agencies over the 




^^i^d^^O* B., lubr ¥7, p. 10. s Cf. supra, p. Itt* 
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country.^ In the latter part of 1017, under tibe 
stimulus of the war demands, the service was further 
amplified, and a new agency, known as the Unfted 
States Public Service Reserve, was organized. AD 
of this work, however, fell far short of meeting the 
country's problem of labor supply. As a prelim* 
inary to a more extensive service. Secretary Wilson, 
about December 19, announced the transfer of the 
United States Employment Service from the Bureau 
of Immigration to the office of the Secretary oi 
Labor.* Forthwith, the work took on a new as- 
pect, and before the end of April, the Secretary was 
able to announce that upwards of 170 branch offices 
were in existence in the United States.' The serv- 
ice assumed still more definite form in June, when 
the Employment Service undertook the responsi- 
bility of organizing the supply of cargo handlers in 
the important ports of the country. The method 
inaugurated for New York was for the Shipping 
Board, the Quartermaster's Corps of the Army, the 
Navy Department, and the Railroad Administra- 
tion to send daily notices to the central office giving 
the schedule of ship arrivals for the coming day, the 
maximum number of men required for prompt dis- 
charge of the cargoes, and the hour and the place 
that they should report. With this information thie 
central office undertook to supply the men. The same 
arrangement was to prevail for loading of vessels.^ 

> Mon. Rev. U. S. Bu. o! Lab. Sta., Sept 1917, pp. 80 ff. 
s O. B.. Dec. 19, 1918, p. 8. > Ibid., Apnl 17, 1919. p. & 

liMi., lane 17, 1919, p. 8. ' 
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After ooiif eroice with employment manages, fep- 
xesentatiyes df state employment agencies, and 
ol&aals of the United States service, the Depart* 
ment of Labor announced in July its plan for re- 
cruiting unskilled labor. This work, covering the 
needs of the war industries of the entire country, 
was to be centralized in the Department. In re- 
sponse to the request of the Secretary of Labor, 
Ftresid^it Wilson asked employers to refrain from 
recruiting unskilled labor after August 1, except 
through the employment service of the Depart- 
ment of Labor.^ A definite organization was pro- 
vided for the work, and provision was made to allot 
the supply to meet the most pressing needs* The 
plan called for the appointment of community 
boards in each of the important industrial centers, 
composed of representatives of the federal service 
and of employers and workmen* The principal 
duty of these 'boards was to decide on the relative 
9eeds of local estabUshments and to prorate the 
ani^y. To facilitate distribution of laborers and 
to jeam the prospective demands of war industries, 
iliiler Jblanks were mailed to employers, requesting 
piompt statement of their needs to designated 
itile officers* No promise was made that the 
t$^fffiy would be forthcoming, for, in the evait of 
pim^ j1^^ it would be necessary to distribute 
j^^l^mtitB- where they were most needed* The pro- 
did not include all industries* Exceptions 

IHg^Ji43r3^1918»p*iB5; GiDi.aiidFin.€lixoB^liiiiett;l91S^ 
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were made in case of labcxr for railroads, farma* iiid 
establishments employing less than 100 men, and af 
labor which was not solicited. Nor did it apply to 
non*war industries, except that such manufacttti«fi 
w&te urged not to offer superior inducements to 
attract men from war industries. Employers who 
possessed a field force were permitted to use it only 
under authorization from the federal employment 
service/ and in the case of war industries, adver- 
tising of any description for unskilled labcnr was 
prohibited. 

Possibly, the Department is looking forward to a 
time in the near future when the supply of skilled 
labor also will be brought under regulation. In an 
announcement which appeared about August 1, it 
was stated that "for the time being "no restrictions 
are placed on employers recruiting their own skilled 
labor, except that they are not to conduct their 
work so as to cause labor unrest.* 

It is hardly possible to grasp the significance of 
these new departures in the labor policy of the 
country. They are announced as war measures, 
and they are voluntary with respect to the fact that 
they are usually reached by agreement among the 
parties concerned. But there freedom ends. Once 
principles are established, and once a method of 
procedure is agreed upon, the various federal agencies 
cooperating with the Department of Labor bring 

> O. B., July 9, 1918» p. 5; July 15, 1918, p. 2; July 22, 1918» p. 8; 
Aug. 1, 1918, p. 8. * Ibid,, Aug. 1, 1918» p. 8. 
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yaiyiiig degrees of pressure to bear upon eulployers 
to obey the restrictions. No one believes that we 
can, w that we should, go back to the old methods. 
Undoubtedly, th^re is much in the new order that 
is worthy 61 preservation, provided it is adminis- 
tered so as not to interfere too seriously with free- 
dom of action. But the whole program is too new, 
and its operations are not sufficiently tested, to 
pennit a present judgment. For these reasons, the 
new program requires careful thought before its 
dements are adopted as a permanent part of pur 
syst^n. It should be the duty of some reconstruc- 
tu>n committee to go over the whole plan and study 
its workings for the purpose of weeding out its 
bad features and of preserving the good. 
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CHAPTER V 

DEVELOFlfENT OF WAR CONTBOL (CorImiimA 

Other Elements of Comtbol 

The measures discussed in the last three chaptas 
by no means exhaust the subjects of control. With 
a war waged on the modem scale, it is necessary to 
put the country's whole industrial strength behind 
the war machine; thus every important factor of 
manufacture and commerce that may contribute to 
that end is brought under regulation. This is the 
outstanding feature of modem warfare. The meas- 
ures previously discussed refer principally to domes- 
tic affairs and have for their piupose the prevention 
of undue rises in prices, stimulation of production^ a 
better organization of some of the factors of pro- 
duction, and the prevention of obstructions to in- 
dustry because of misunderstandings between em- 
ployers and laborers. Control did not stop here. 
It has developed to include foreign commerce, in- 
cluding exports and unports, capital issues, uOand 
and foreign shipping facilities, government pur- 
chases, and the flow of essential raw materials to 
the industries. In a few cases regulation covers the 
standardization of commodities for domestic con- 
sumption. And withal, there has been developed 

an interesting system of inter-allied cooperation by 
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whidiy as far $» possible, the warrii^ aatimii put 
their resauroes at the command of their assoeiates, 
and honor the request of each cthet to control the 
movemait of goods where their own interests are 
concemted. Control is thus far reaching and com- 
plete. It includes not only industry within our own 
border, but relations with associates and neutrals.^ 
Now that the system is under way it seems simple 
Plough, but it has produced enormous changes in 
the old relations and creates problems of the first 
monient for the reconstruction period and even for 
later times* 

For some time before the United States Altered 
the war, England had developed a method of con- 
trolling her foreign commerce for the purpose df 
conserving shipping and essential materials, limit- 
ing domestic consumption, keeping down her un- 
favorable trade balances, notably with the United 
States, diverting her industrial activities to war 
ends, and, of course, preventing important raw 
materials from reaching her enemies. The move- 
mmt of goods to Holland, Denmark, Scandinavia, 
and Spain was put under careful regulation. In 
most cases, commodities were consigned to respon- 
Sble associations, or to governments themselves, 
under promise that th^ would be disposed of only 
|li England prescribed. For example, a proda- 
I^I^^Q^ of December 2S, 1916, required that, with 
liBr^^ exceptions, all articles exported to Holland 
}|ime to be ccmsigned to the Dutch govemm^it, w 

* > IMl St lour., July 8IM918. 
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to diplomatic and consular officers, with the pii^ 
mission of the Ministry of Foreign Affairs, w tlK» 
Netherlands Overseas Trust.^ llie Trust, on tl» 
other hand, undertook to faithfully discharge iti 
obligations. In a circular of April 1917, it called 
attention to the fact that licenses were issued lor 
the purpose of bringing in goods for home consump- 
tion exclusively, and that storage of goods was 
strictly against the provisions. It was pointed out 
that the return of peace would not release goods 
imported under trust, but that these would be held 
subject to the non-exportation agreements.* 

Similar methods were applied by England to her 
commerce with the United States. Rubber, nickel, 
wool, and leather, among other commodities, could 
be obtained by our merchants and manufacturers 
only by conforming to English regulations. To 
give one example; in the case of rubber, our pro- 
ducers obtained the raw product by agreement with 
the British War Trade Department. To make sure 
that the finished products should have no other des- 
tination than Britain permitted, it was required,, 
as a condition for obtaining the raw materials, that 
the finished products should be exported to neutral 
European countries by way of England or, by sub- 
sequent arrangements, via Halifax.' 

The prior development of England's machinery of 

^ Com. Rept., Dec. 28, 1916, p. 1169; for other illiutratioiis see Com. 
Bept. Dec. 5, 1916, p. 866; Jan. 8, 1917, p. 17; Jan. 9. 1917/ p. 97; 
Jviy 7, 1917, p. 65; Aug. 18, 1917, p. 641. 

* Ibid., April 80, 1917, p. 890. 

> Com. and Fin. Chion., June 16^ 1917, p. 8419. 



^^m 



WAB CONTROL Ul 

lorajgn trade control made our task relatively simple. 
We have profited by her experience and have availed 
oursdives of various foreign oi^anizations which 
have come into existence as a result of her regula- 
tions. Indeed, in many instances, we are CQ/Ofper- 
ating with England, as with our other associates, 
in the development of war trade control. 

The authority for the regulation of our own 
fraeign commerce is contained in the Espionage 
Act of June 15, 1917, which referred to exports, 
and in the Trading with the Enemy Act of October 
6, 1017, which conferred the power of control over 
imports also.^ From time to time, the President's 
proclamations have designated officials whose duty 
it is to put into effect the provisions of the acts, and 
have named the commodities to which the license 
system is to be applied, and indicated the countries 
to which commodities could or could not be shipped.' 
It will be observed that these measures are not 
matters of customs regulation. As such they would 
not be possible under our Constitution. Hiey are 
war measures designed partly to regulate, the des- 
tiiiation of trade, and partly to promote various 
lather war purposes. 

Title Vn, Section 1, of the Espionage Act makes 

the fdlowing provisions : '' Whenever during the 

. pesent war the President shall find that the public 

IpMy shall so require, and shall make proclamation 

^■)'::^Mmim it shall be unlawful to export from or shm 

'<^'A0k' f fnWc No. M» 6fflh Coogras (H. R. 891) ; Publk No. 91 CB- B. 
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from or take out of the United States to any 
named in such proclamation any article or articiii 
maitioned in such proclamation, except at sudi time 
or timesi and under such regulations and ordeti» 
and subject to such limitations and exceptions as the 
President shall prescribe, until otherwise ordared by 
the President or by Gmgress; Provided, however^ 
that no preference shall be given to the ports of one 
State over those of another." ^ Penalties for viola- 
tion of the law include a fine not to exceed $10,000» 
or in the case of natural persons, imprisonmait for 
not more than two years, or both fine and imprison- 
ment ; the goods may be seized and forfeited to thc^ 
United States ; and any officer, director, or agent of 
a corporation who participates in the violation of 
the law is subject to fine and imprisonment. 

The wording of Section 11 of the Trading with the 
Enemy Act is nearly like that of the portion of the 
Espionage Act just quoted, except that the word 
"import" appears in the place of "export." The 
combined effect of the two laws, therefore, is to jmto- 
vide regulation for commerce entering and leaving 
the country. In addition, the Trading with the 
Enemy Act provides for control in other important 
respects. It is authority for the regulation of enemy 
insurance companies doing business in the United 
States, for the appointment and activities of an alien 
enemy property custodian, for the use of enemy 
patents, trade-marks, prints, etc., and for the regu- 
lation of certain financial transactions.* 

> Pablic No. 84, op. eii., pp. 9 and 10. * Public No. 91, op. eU. 
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It neecb no ezplanatioii to make dear the vwt 
extent of control involved in these measures* As 
far as commodities are concerned, the laws readb. 
not only merchants, but thousands of maniffacturers 
as wdU, because a considerable part of our imports is 
composed of raw materials which supply our iudua- 
tries and give employment to our laborers ; the bulk 
of our exports, also, is composed of products of our 
factories. The influence of this control, therefore, is 
felt throughout the industrial structure. 

A feature which is not made clear by a statement 
of the laws is the power they contain of regulating 
certain kinds of commerce within neutral countri^. 
If we can deny such neutrals the use of our essen- 
tial commodities, we can lay down conditions tor 
their use in manufacture and commerce, and we can 
make their receipt a condition for the disposition 
of many commodities of neutral production.^ This, 
indeed, is what we do in many instances. In effect, 
we not only regulate our own commerce, but pre- 
saibe rules for the guidance of neutrals with respect 
to the commodities they receive from us. Again, 
thii is one of the unique featm^s of modem war 
ismtiol. The reader, undoubtedly, asks what the 
ramlts will be ; we must postpone the answer to a 
h&» chapter.' 

lb most respects, the reasons which have led to 
iAit enactment of these laws are the same as involved 
lEl^Eiglish control.' In the words of the War Trade 

c^vj^-l^j^ mcasiira with Sweden, Com. Rept, July 7, 1917, p^ «t. 

.M^ 7lM n^^H^ camp. VH; • a. supra, p. 1» 
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Board: **The military situation and the tonnage 
situation have made increasingly apparent the ne^ 
cessity of instituting a complete and thorouc^ 
going control of all our exports and imports/*^ 
The reasons are the demand for tonnage to trans- 
port our armies, munitions, and commodities to Eu- 
rope, the need of conservation of goods for the use 
of ourselves and our allies, the need of supplying 
certain Central and South American countries de- 
pendent upon us for products, and the prevention 
of our commodities from reaching Grermany. Where 
shipping is directed largely to Europe, the amount 
of space allotted for trade elsewhere is limited and 
must therefore be used for imports which answer our 
most pressing needs. Unlike English control, it is not 
necessary for us to regulate commerce to keep down 
an unfavorable balance of trade, because the balance 
is already heavily in our favor ; nor is it necessary 
to use the pruning knife on the masses to cut their 
consumption of foreign goods. Our principal reasons 
are the conservation of goods and tonnage and the 
prevention of commerce with the enemy. 

Before the passage of the Trading with the Enemy 
Act the organization charged with the tontrol of 
exports was the Exports Administrative Board, es- 
tablished by executive order on August 21, 1917.* 
Two months before this date, the President, by 
executive order, had established the Exports Coun- 
cil, composed of the Secretary of State, the Secretary 

^ Rules and BeguUtions of the War Trade Board, No. ft (May 
1018), p. 9. * Ibid., No. 1 (Nov. 1917)» p. $. 
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of Agriculture, the Secretary of Commerce, and the 
Food Administrator, and vested it with the authority 
of formulating policies for the consideration of the 
President, and for making recommendations neces- 
sary to carry out the act. In accordance with this 
order, the Secretary of Commerce organized the 
Division of Export, licensed as a division of the 
Bureau of Foreign and Domestic Commerce. 
Through this division were issued licenses in ac<^ 
cordance with the orders and regulations issued 
from time to time by the President.^ 

The passage of the Trading with the Enemy Act 
made necessary a change of organization. A new 
body, the War Trade Board, was established by an 
order of October 12, 1917; it took over the func- 
tions of the Exports Administrative Board and ob- 
tained other functions to suit the new situation.* 
Meanwhile, there was created the War Trade Coim- 
eil, composed of the Secretaries of State, Treasury, 
Agriculture, Commerce, and the Food Administrator, 
to act in an adviscnry capacity to the President.' 
On October 12, the President also designated the 
officers who were to make concrete applications of 
the vark>us powers conferred by the Trading with 
the Enemy Act.^ As one might conclude from the 
above, a numba* -of the members of the War Trade 
Board are representatives of the various secaretaries 
iWQed above and of the Food Administrator.' 
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Hie machiiiery was now ready for tlM» woil^^ 
control. The next step was to designate the eow« 
modities to be put under license, and to mdicate ^t&l 
countries with which trade was pamissible. Tbil 
was done by the President's proclamations of July 
9 and August 27, 1917.^ According to the formef 
proclamation, the following commodities could be 
exported only under license : ** Coal, coke, fuel oils» 
kerosene and gasoline, including bunkers, food 
grains, flour and meal therefrom, fodder and feeds, 
meat and fats; pig iron and scrap steel; f^rro* 
manganese ; fertilizers ; arms, ammunition, and ex- 
plosives/' A long list of regions was indicated to 
which these commodities could not be shipped except 
by permission.' The proclamation of August 27 
greatly extended the list of commodities placed 
under the license system. 

In explaining the latter proclamation. President 
Wilson said : **The purpose and efifect of this proc- 
lamation is not export prohibition but merely ex- 
port control. It is not the intention to interfere 
unnecessarily with our foreign trade; but our own 
domestic needs must be adequately safeguarded, 
and there is the added duty of meeting the neces- 
sities of all the nations at war with the Imperial 
German Government. After those needs are met, 
it is our wish and intention to minister to the needs 
of the neutral nations as far as our resources permit. 
This task will be discharged without other than the 

1 Rules and Begulatioiu of the War Trade Board, No. 1 (Nov. 1917), 
pp.6, 11, IS. *Ilnd. 
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very prop^ qiudification that the litxaration of our 
surplus products shall not be made the occasion of 
b^idlt to the enemy, either directly or indirectly." ^ 

On September 7, 1917, the President issued a 
proclamation forbidding the export of coin, bullion, 
and currency to all countries mentioned in the 
proclamation of August 27, except with the consent 
of the Federal Beserve Board, and subject to the 
approval of the Secretary of the Treasury.* 

Two other proclamations, namely, of November 
28, 1917, and February 14, 1918, have placed the 
entire foreign commerce of the United States under 
the license system. From an administrative point 
of view, there is undoubtedly a great advantage ill 
requiring licenses for all articles entering our 
trade. Since November 28, 1917, import 
were required for many of the basic raw materials, 
and importers were familiar with the method of pro* 
curing them. The added inconvenience of applying 
for licenses for all importations was negligible in com- 
parison to the advantages obtained. Thus the ques- 
tkm as to what did or did not require license, which 
was a cause of uncertainty and delay, was obvi- 
aied.< The War Trade Board added that ''the ben- 
efits to be derived from this license system are 
Humorous, one of the most obvious being that the 
limmit control over the disposition and use of raw 
Mttt^^ials, which are now being imported under 
lri!9N^, will be extended to all materials, so that if at 

jflfitiWii S^^ Trade Board* No. 1 (Nov. 1917), 

|p£ > Hrid., p. 22. s Ibid., No. 8 (May 1018), p. 62. 
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any time a shortage exists or appears immineiit im 
any imported material the supply thereof may be 
directed to the uses most vital to our martial 
requirements/' ^ In addition, these arrangements 
were most effective in preventing conmiodities 
from reaching the enemy. Said the Board: ^'To 
stamp out all activities among such agencies and to 
saf q^uard our well-intentioned citizens from dealing 
with them, we must proceed with the utmost prompt- 
ness and vigor. The forms of activity of these con^ 
cems and the subtle and intricate methods pursued 
by them are innimierable, but are invariably directed, 
either by furnishing information, smuggling supidlies 
through the blockade, providing credits, or hoard- 
ing for post-war purposes, to give aid and comfcnrt 
to the enemy.'* * 

The administration of this control has also re- 
sulted in two other interesting developments, namely^ 
the volimtary organization of many trades, such as 
rubber, wool, jute, and tin, to act as consignees when 
this becomes necessary, and in other respects to co- 
operate with the War Trade Board, both in nmlrifig 
its orders effective and in preserving the organiza- 
tion and welfare of the trade ; • the other develc^ 
ment is the rationing or allotting a limited supply of 
raw products among producers so that each may 
have a fair share. 

Unlike many of the committees of the Council of 
National Defense which were formed to deal only 

^ Rules and BegulatioiiB of the War Trade Board, No. 8 (May 101S)» 
p. 68. ' < Ibid. * Ibid., p. 68. 
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with the war industries, the war service committees 
just referred to are committees of the industries 
themselves.^ In many iostances these were brought 
into exist^ice through the influence of the Chamber 
of Commerce of the United States. Organizations 
of industries and trades are nothing new in this 
coimtry.* Indeed, they have existed for many 
years and are designed for various purposes, ranging 
from the very general work of promoting the in- 
dustrial interest of a locality, or of a given group of 
industries, to the more concrete work of r^ulating 
trade practices, fixing prices and conditions of sale, 
limiting output, and many other purposes, some of 
which have been adjudged contrary to our laws. 
The war service committees, however, are primarily 
emergency war organizaticms. Their activity looks 
two ways ; on the one hand, they keep a watchful 
^e on the conditions of their industry, and on the 
other, they serve as the point of contact between 
the industry as a whole and the Government. The 
program of the Rubber Association of America 
illustrates some of these functions. Its purposes 
are to represent the trade in relations with the Gov- 
amment, to assist the Government in obtaining in- 
feraifttion as to the capacity of the rubber trade in 
iprviiig the needs of the Government, to cooperate 
In the standardiasation of products for government 
W^ and to put before the Government the needs 

W-^.^il^^^limt^$Bmbiim,V^ 1918, p. IS. 
f^&&^ikifi0mM, OtgmiiBitMmi in the Uidtad SUitai» Special Agent 
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of the industry.^ Many other oonumttees isf #ii 
description have becsn formed, both in this cotmttjr 
and in England.' In some respects they forecast a 
new relation between government and industry^ M 
which the essential characteristic is that of co- 
operation. 

The second development named above is con^ 
nected with the growth oi the war service committees^ 
because it is through these that the arrangements 
are made effective. Apportioning and allotting of 
the product becomes necessary when only a limited 
supply of raw materials is permitted to come into 
the country. Some industries would be forced to 
close if the diminished import were delivered only 
to a. few plants. Since it is the purpose of regu- 
lation to disturb industry as little as possible, the 
principle implies giving to each a fair proportion of 
the restricted supply, hence the need of apportion- 
ment.' When the Government, in November 1917, 
decided to control the import of tin, the task of 
distributing the product was placed in the hands 
of the Sub-committee on Tin of the American Iron ^ 
and Steel Institute. The committee worked under 
the authority and control of the Government.* 
No person was permitted to import tin through the 
Institute except on guarantee not to use it for 
speculative purposes or exportation. The Institute 

1 Bus. Dig., Jan. SO, 1918, p. 168. 

* Nation's Business, Feb. 1918, pp. 12 ff . ; Nov. 1917, p. 89 ; But. Dig., 
Dec. 12, 1917, p. 495; O. B., Dec. 15, 1917, p. 8. 

s Cf . ir^ra. * Bus. Dig., Nov. 28, 1917, p. 4ia 
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kept feodfds of all tin imported a&d released to ooq- 
sumers, induding data necessary to indicate finid 
disposition and consumption. From time to time 
reports ware required of importers and dealers to 
B&rve SB a basis for future control of the industry. 
It was expected that by concentrating control in 
the hands of the Institute importation would be 
expedited and the market stabilized.^ 

The recent methods of administering the control 
of rubber suggest a similar procedure. The import 
was limited temporarily at the rate of 100,000 tons 
a year» or to 25,000 tons a quarter. Representatives 
df the trade were consulted in making this arrange- 
ment, and the Government availed itself of the 
offices of the Rubber Association in making known 
to the trade the method of allocation. The nation's 
requirements were to be taken care of first ; the re- 
mainder of the supply was to be allotted to manu- 
facturers on the basis of a certain fraction of their 

'Com. and FSn. Chron., Nov. 24, 1917, p. 8050. lUustratiiig thin 
nelbod Mr. Clarence M. Wool^ of the War Trade Board said : ''Ha 
OGwrignmentolpigtin is to oome into the country, the license provided 
tiiattlie oonsignee shall be the Sub-committee on Pig Tin of the Ame»- 
imi Iran and Sted Institute, a committee appointed for that eiq>re8i 
pittffom by the members of the tin industry. When the goods arrive 
III Ae port at oitry, the licensee presents to that committee a form of 
fooastee as qyedfied by the War Trade Board, and if this is in proper 
fi»9n» the consignee, which in this instance is the Sub-committee on Fig 
'tbk indofses over or rdeases to tibe licensee, or ultimate receiver of the 
gO0d% Hie bill of lading; whereupcm the latter may take <telivery of the 
Mlit^llttsntat the customs house. . . . These committees, which act as 
'^•-igpiiitgiWiffSi have no ii|^t or power to daim for themselves or for the 
l^l^ifW^^ any aifaitaiy prarogative." Cf . Nation's Business, Mardi^ 
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last year's requirements.^ Hie reader cannot foil 
to recognize^ both in the terms employed in these 
orders and in the procedure, much that suggests 
methods of pooling which were long ago declared ua« 
lawful. It should be pointed out, however, that 
the purposes of the old pooling arrangements w&e 
largely to limit the supply in order to keep up the 
price, while the present object is to make a limited 
supply go round. 

Hie control of foreign commerce was not com* 
plete with only the regulation of commodities, coin, 
bullion, and currency. Without the control of ex« 
change abo it was impossible to prevent our financial 
resources from being used for enemy benefit, nof 
was it possible to control fluctuations of exchange. 
Another step, therefore, was to place foreign ex- 
change under control. This was done by executive 
order dated January 29, 1917. Secretary McAdoo 
explained that **the purpose of the order is to place 
dealers in foreign exchange and in the sale of secu- 
rities or foreign account under such control as will 
prevent the use of the banking facilities and the 
markets of the United States for the benefit of its 
enemies." ' Dealers were divided into classes de- 
pending on the nature of their business. They were 
required to register, to make declaration that the 
business passing through their hands did not give 



^ O. B., May 8^ 191S» p. 1 ; ibid.. May 9, 1018^ p. 2; Boa. Dig., Hay 
15, 1918, p. 659; ibid.. May 22, 1918, p. eSl; Com. and Fin. duon.. 
May 11, 1918, p. 1960; Wall Sti«et Jour., Aug. 1, 1918. 

• Com. and Fin. Cliron.,Feb. 2, 1918^ p. 488; Feb. 9, 1918^ PP- 541 f* 
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assistance to the enemy, and to render weeUy 
statements indicating the general trend of trans- 
actions in the exchange market. The r^^uhttion 
was put in the hands of the Federal Reserve Board. 
We have pointed out that the control of com- 
merce induded not only commodities entering and 
leaving our borders, but to a considerable extent the 
destination and use of our materials in foreign coun- 
tries. G>ntrol is effected through the license sys- 
tem. Whether goods are destined for distribution 
through branches or agencies of American houses 
abroad, or through foreign agencies, the War Trade 
Board requires rigid adherence to the terms of the 
contract, so that commodities may be disposed of 
only under the regulations. Said the War Trade 
Board: '^Shippers should bear in mind that there 
is more than a legal obligation resting upon them 
when they sign this contract, and they will be asked 
to show any proof they may have that it can be 
carried out. . . • When goods are received at their 
dbrtinaticm abroad by the branch or agent of the ship- 
per, they must not be resold or exported from such 
fDnreign country without complying with the r^u- 
lations.'' ^ The agreements contain the provisions 
that ''the merchandise so exported will be sold 
ifbiy undar such rules and regulations as the Amer- 
Isiii Consul having jurisdiction over the territory 
III whidh the goods are shipped or the War Trade 
l^iisfi^ may from time to time promulgate,'' and that 

}::^fiUMWlimmuA BcgvialioM of tlie War Tndt Board, No. S (May 1918), 
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**the guarantor, when called up<m to do so» HfSQi 
fumiah to either the War Trade Board or ai^ 
American Consul full statements of any transactioi^ 
together with any books, papers, or memoranda 
showing the facts in connection therewith/' ^ 

Other methods are provided where goods are not 
sold through American agencies. In . the case of 
Switzerland, the procedure, as described in May 
1918, was for the purchaser to apply to the Soci6t6 
Suisse de Surveillance ^conomique at Berne for the 
privilege of importing certain commodities. When 
this permission was granted, the S. S. S. cabled its 
action to the Legation of Switzerland at Washing- 
ton. The American exporter filed his application 
with the Swiss Legation, which checked the S. S. S. 
permit and, if satisfactory, indorsed the application 
to the War Trade Board.* Licenses granted by the 
Board were forwarded to the Legation, which, in 
turn, notified the applicant and ultimately delivered 
the license to him. 

Li the case of Holland, the control has been ad- 
ministered chiefly through the Netherlands Over- 
seas Trust (N. O. T.). This is a private Dutch cor- 
poration which makes agreements with the AUies 
whereby goods imported from overseas are con- 
smned in Holland.' The trade organizations within 
HoUand, however, have imdergone several changes. 

^ Rules and Begulations of the War Trade Board, No. 2 (May lOlS), 
p. 42. 

> Ibid,, Bus. Dig., March 6, 1918, p. 826; Com. Rept., Jan. 4» 1910b 
p. 177; April 5, 1916, p. 68. 

* Com. Rept.» June 28, 1918, p. 1202. 
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In tbe latter half of 1917 the Dutch Export 0»fii- 
pany was formed, partly to supplement the work of 
the N. O. T. and for other purposes^ such as Am- 
plifying export control, providing possible means for 
equitiU>le taxation, coordinating Holland's export 
policy with her policy of domestic distribution, and 
enabling the country better to bargain with foreign 
coimtrieisi for the needed imports.^ Recently, a new 
organization has been inroposed, namely, the Neth* 
eriands Import and Export Company, which is to 
work in dose harmony with the N. O. T. Accord- 
ing to the proposed measures, the latter wfll con- 
tinue to guarantee the consumption in Holland of 
commodities imported from abroad, while the former 
organization, among other things, is to be responsible 
for the granting of permits for importation. These 
illustrations are sufficient to show the method of 
controlling our commerce with neutrals. Arrange- 
mmts have been made also with Denmark, Norway, 
Sweden, and Spain, by which American products are 
ecmsigned to responsible parties under guarantee that 
the goods will be disposed of only as prescribed by 
our regulations.* 
The control of commerce with the countries to the 

1 Com. Bq>t., Oct. U, 1017, p. 824; Nov. 80, 1017, p. 600; June 8S, 
1018^ pp. 180S ff.; Com. Rept. (Supplement), June 22, 1018» p. 5. 

* For amuigements with Norway see War Trade Board Journal No. 
||r My 1018^ pp. 5, 6 ; WaU Street Jour., Feb. 25, 1018 ; O. B., May 4, 
MfM, p. 1; May 10, 1018» p. 558; June 8, 1018, p. 854; W. T. B. B. 
tii For Denmark see Omi. Bept., May 22, 1018» p. 706; O. B., Maidi 
fil, 191% p. 8; War Trade Board Journal, No. 11, July 1018» p. 6. Fur 



, .:- 1 -M'iiyimqwMiiiit with Spain see O. B., Maidi 0, 1018, p. 1. 
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south of us is on a diflferent basis. Here the pina^ 
dpal problem is to supply the regions which have 
long been dependent on us for certain products* 
Thus, to lessen the hardships caused by our war 
control, the War Trade Board permits the export <rf 
some articles, which we sorely need, when the evi- 
dence submitted with the application for lic^tise 
justifies the shipment.^ In the case of imports from 
the southern countries, one of the chief problems is 
to conserve tonnage. With this end in view, the War 
Trade Board, on July 18, announced that by an ar- 
rangement with the United States Shipping Board a 
vessel had been allotted to carry coffee from Brazil 
to New Orleans. Import licenses covering ship- 
ments on this vessel were allotted by the Board to 
importers of record for the calendar years 1916 and 
1917. Importers were instructed to notify the 
Board of their requirements.' 

The upshot of these many measures is that the 
principal factors affecting our foreign commerce are 
brought imder control. Imports and exports are 
subject to license, the consiunption of our products 
in neutral countries is carefully guarded, measures 
are taken to supply dependent coimtries of South 
and Central America, and machinery is perfected to 
accomplish these ends. 

The control of capital issues involves quite a dif- 
ferent problem. While the principal purpose is to 

^ Journal of the War Trade Board, No. 1, Nov. 16, 1917, p. 8. 
* W. T. B. R. 170. For Cuba cf. O. B., Jan. 10, 1018» p. 1 ; Fdb. 81, 
1018, p. 4; May 18, 1018^ p. 1. 
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oonsarve credit for war uses, thia polk^ aooom- 
pliahes other desirable results, since it discourages the 
production of luxuries, restricts investments in less 
unportant enterprises, and thereby saves materials 
and labor for the more important war uses. '* There 
is not an unlimited supply of credit, or of goods, or 
of man power,'' said Mx. W. P. 6. Harding, gover- 
nor of the Federal Besa*ve Board. '* Wherever pos- 
sible, such resources should be conserved and set 
aside for the use of labor, of transportation, of 
material, and reserves which ought to be kept free 
for the use of the Government." ^ Considering the 
future problems of reconstruction. Governor Hard- 
ing said : "Conservation of our commodities and of 
our gold — preservation of our economic strength — 
is of the greatest importance in making provision 
for the period of readjustment which will follow 
the reSstablishment of peace. The country having 
the largest supply of goods and gold available at the 
end of the war will find itself in the best strategic 
position for controlling the markets of the world.'' * 
Bestrictions on the use of capital, therefore, ac- 
eo^dmg to Governor Harding, serve two purposes : 
whSe they strengthen our war program, at the 
iame time they conserve our industrial power for the 
coming period of reconstruction. 

lie control of capital issues was forecasted in 
Seetetary McAdoo's letter early in December to Mr. 
If^ JL Deeds df Dayton, Ohio, president of the 
Cmisovancy District. Mr. Deeds had in- 
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quired of the Secretary regarding the espedfeAiigp^ilif 
expending upwards of $25,000,000 cm a flood eoMN^ 
trol project. To this letter Mr. McAdoo rq>]to#i 
''It is my hope that others charged with simSair 
responsibilities in respect to the financing of entem 
priseSy both public and private, will make it thdr 
practice to consult with the Secretary of the Treai^ 
ury before undertaking any new finandng or, indeed^ 
before making commitments or expenditures whidbi 
would require to be financed by borrowing.*** 
In his annual report dated December S, 1917, Secre* 
tary McAdoo urged strongly the importance of 
avoiding unnecessary expenditures in both public 
and private enterprises,' but he pointed out that he 
had no authority to disapprove of new finandal 
transactions.' However, requests for advice came 
in large nimibers from corporation exequtives, 
bankers, and municipal o£Scials, and the burden of 
the new work grew so rapidly that the Secretary in 
January requested the Federal Reserve Board to 
assume the responsibility of passing on proposals 
submitted to them. The Board took up its new 
duties on January 14, and voted to appoint a capital 
issues committee and to provide the necessary staff 
to carry on the work.* Subsequently, committees 
were appointed for the twelve Federal Reserve Dis- 
tricts. The plan of operation of the committee was 

» O. B., Dec. 10, 1917, p. 8. 

' Annual Report of the Secretary of the Treasury (1917), pp. li^ ft. 

* O. B., Jan. 12, 1918, p. 1 ; Federal Reserve Bulletin, Feb. 191^ 
p. 78; ibid,, Aug. 1918, pp. 704 ff. 

* Federal Reserve Bulletin, Aug. 1918» pp. 704, 705. 
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tliat erf the iEbgliah eiq[iital issi^s ecmunittee; tibat 
i8» it a€O0inpliidied its wcxrk through the vduntazy 
oo^pa^ation of the enterprise conoaiied. At first 
the ecmunittee advised that it would consider indus- 
trial and public utility issues oi $500,000 and over, 
and municipal issues of $250,000 and over, but 
urged a conference even on issues for smaller amounts. 
Subsequently, the amount for both classes was re- 
duced to $100,000. Some of the fundamental prin- 
ciples adopted were that favorable action would be 
taken only where state, county, municipal, ow- 
porate, or individual financing involved projects 
which would contribute to the successful prosecu- 
tion of the war, or which were essential to the public 
' health or welfare ; as to irrigation and drainage proj- 
ects, favorable consideration would be given only 
to those of great economic or military importance 
and from which definite results could be secured 
in time to be of assistance during the war. As a 
rule, ^ the committee approved only of projects 
wfakh were likely to bring results within a year, 
except where government departments advised that 
worik ought to be undertaken extending beyond 
that pmod, and where uncompleted enterprises 
wcfe in need of financial aid. Favorable consid- 
effttion was also giv^i to refunding operations, 
aiid also to the funding of capital expenditures in- 
mm^ prior to February 1, provided that "the 
iSl^^ might deviate from this policy if avail- 

'x:0^ <sash assets reasonably might be used for the 
■iMlbl^^ such debts in whole or in part, or ezces- 

tot-' : 
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sive cash distributioiis to shareholdars ware eofiN 
templated, or in cases where the requirements d ^bm 
corporation could be met in some other mannar 
williout risk or hardship/'^ According to the 
committee's report of July 17, forty-six meetings 
were held and S61 applications were passed upon, 
aggregating upwards of $478,458,300.' 

As indicated above, these measures were volim- 
tary. No doubt the accomplishments were even 
greater than the figures above would suggest, for, 
as the committee iu*ged, its very existence, and the 
campaign of education which it inaugurated, dis- 
coiu*aged at the soiu*ce commitments for capital 
expenditures, and thereby conserved material, labor, 
and credit for essential industries and for the uses 
of the Government.* Nevertheless, pressiu*e, whidi 
in many instances amounted to prohibition, could 
be employed by other departments of Government 
control. This could easily be accomplished, for 
example, through the priority privileges of the 
War Industries Board. Indeed, the Board an- 
nounced in March that all new undertakings not 
essential for the public interest, and not contribut- 
ing either directly or indirectly toward winning the 
war, would be discouraged, notwithstanding they 
were of local importance and of a character which 
should in normal times meet with every encoiu*age- 
ment.^ At this time the Board passed a resolution 

^ Federal Reserve Bulletin, Aug. 1918, pp. 706, 707. 
> Ibid., p. 708. * lUd., p. 708. 

«0. B., March 87, 1918» p. A. 
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to the effect that ''m fairness to those interested 
therein notice is hereby given that this Board will 
withhold from such projects priority assistance, 
without which new construction of the character 
mentioned will frequently be found impracticable, 
and that this notice shall be given wide publidty, 
that all parties interested in such undertakings 
may be fully apprised of the difficulties and delays 
to which they will be subjected and embark upon 
them at their peril." ^ 

The creation of the War Finance Corporation un- 
der authority of the act of April 5, 1918, provided a 
new arrangement for capital issues.' According to 
Title 11, section 200 of the law, '"there is hereby 
created a committee to be known as the 'Capital 
Issues Committee,' hereinafter called the Com- 
mittee, and to be composed of seven members to be 
appointed by the President of the United States, 
by and with the advice and consent of the Senate. 
At least three of the members shall be members of 
the Federal Beserve Board." This committee, 

* O. B.» Maich 97, 1018^ p. 5. This fesolutioa was approved 1^ the 
Na^onal ABsodation o! Manulactiiren on May 91, 1918 ; d. O. B.» June 
10|» 1018» p. 4. Eariy in February 1918, Secretary McAdoo issued an 
MaoffiDoement jdisoouiaging the building o! dwdlings; cl. O. B., Fdb. 5, 
ltl8» p. 1. In May manufacturers, except those engaged in industries 
necessary for the prosecution of the war, were urged to extinguiah their 
dMils rather than bonow even to increase capacity or output; m^^ 
dMwtlSb aho, were discouraged from carrying large stodcs of ladupnable 
0Dli Imiiry artides and of those for mere comfort ; cf . O. B., May 6, 1018^ 
i9^.tf The Federal Beserve Board in April urged the conservation of 
Ipiitcfedit; cf. Fedeial Beserve Bulletin, April 1019, i^. MS ff. 
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therefore, takes the pkoe of the fofmer T^uiiliii^ 
body acting under the auspices of the Feda^JEIt* 
serve Board. Members not otherwise Teadvbag 
compensation from the United States are to Feom^# 
a salary of $7500 a year; in the ev^it that m&m* 
bers are serving in other departments they are to 
receive the di£Ference between their compensatioii 
in such departments and the amount named above. 
The terms of office of the several members are to 
be determined by the President. The committee 
is authorized ''under rules and r^ulations to be pre- 
scribed by it from time to time, to investigate, pass 
upon, and determine whether it is compatible with 
the national interest that there should be sold or 
offered for sale or for subscription any issue, or any 
part of any issue, of securities hereafter issued by 
any person, firm, corporation, or association, the 
total or aggregate par or face value of which issue 
and any other securities issued by the same person, 
firm, corporation, or association since the passage 
of this Act is in excess of $100,000." ^ The conmiittee 
is not to pass upon borrowing for current account, 
or for renewing or refunding of indebtedness exist- 
ing at the time the act was passed; nor is it au- 
thorized to act on the resale of securities where the 
conmiittee has determined that such process is com-* 
patible with the national interest. Railroad securi- 
ties and bonds of the War Finance Corporation 
are also eiccluded from its jurisdiction.' All the 
authority contemplated under the sections of the 

^ Public No. Ul, op. e»<., p. 9. *IhUL 
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Mt outlined above is to be brought to an aid six 
months altar the termination of the war, as indi<' 
cated by the P^resident's prodamation. 

Like the old capital issues committee, the new 
body is to be represented by local organisaticms in 
each of the twelve federal reserve districts. An- 
nouncement to this effect was made July 16.^ Each 
of the district organizations is composed of a numbar 
of bankers and business men. It is the intention of 
the new committee to have the district bodies act 
definitely upon applications for the issue oi securities 
amounting to $100,000 or less, and to advise the 
main committee at Washington where applications 
involve larger amounts. According to the an- 
nouncement of Chairman Charles S. Hamlin of the 
central organization,' ''the Capital Issues Com- 
mittee also has the benefit of the advice of all other 
departments and branches of the Government, in- 
duding the Food, Fuel, and Railway Administra- 
tion, the War Lidustries Board and other agendes 
having knowledge of the requirements of essential 
war industries." It is obvious from this announce- 
mmt that there will be coSperation among the 
vaiions government factors of control, and that 
thereby the r^ulations will be all the more effective. 
Jfoi its guidance, the Committee will undoubtedly 
gdh^ fundamental prindples similar to those em- 
{ioi^ by the old committee,' but because of its 
pm eertain sources of informatkm, through the 

iiBlf ■*•'■■" * ?MI St Jonr^ Jnly !«, ins. 
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government departments, its work will be far msm 
thorough than that of its predecessor. t 

The sections discussed above are a part of th^ 
act which authorizes the creation of the War FinaD^e 
Corporation. It goes without saying that this 
organization is a part of the war policy of the United 
States. There has been much criticism of the new 
measure; the question has been raised as to its 
necessity; more recently doubts have arisen as to 
how the corporation should exercise its functions.^ 
But much of the fear of the prospective power of 
the corporation seems to be based on the new prin-^ 
dples involved rather than on a forecast of the 
work it will actually be called on to accomplish. 
It is optional with the borrower whether he uses its 
facilities or not; with the Capital Issues Commit- 
tee carefully scrutinizing issues, only those industries 
essential for the national interest will be able to ob- 
tain assistance. Indeed, to date, nearly five months 
after the passage of the act, there has been but 
small demand for its assistance. The aggregate of 
the large loans is only about $41,655,000.' The real 
danger Hes in the fact that the principle of govern- 
mental aid in financing of industries once having 

^Wall St. Jour.* Jan. 81, 1918; March 4, 1918; March Ift, 1018; 
Maidi 19, 1918; April 4, 1918; April 22, 1918; May 29, 1018; June 
6, 1918; June 18» 1918; August 10, 1918; Economic W<»ld, Fdb. $i 
1918» p. 147; Bulletin of the Nat. City Bank (N. Y.), Feb. 1018» p. 6; 
Com. and Fin. Chron., Feb. 2, 1918, p. 480; Feb. 9, 1918» p. 541; Fdb. 
16, 1018, p. e54; March 2, 1018, p. 808; Maidi 16, 1018^ p. lOSl; 
March 28, 1018, p. 1188. 

* Wall St. Jour., Aug. 1% 1018. 
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been established during the war pmod, the War 
Finance Corporation may be continued for recon- 
struction purposes, or that some similar institution 
may be inaugurated to aid the financing of industry. 
According to the terms of the act, the Corporation 
is to have a capital of $500,000,000, all of which is 
to be subscribed by the United States.^ The nian- 
agement of the institution is in the hands of a board 
of directors composed of the Secretary of the Treas- 
ury, who is chairman, and foiu* other members 
chosen by the President with the consent of the 
Senate. The organization has many of the cus- 
tomary powers of other corporations ; ' in addition, 
it is authorized under certain conditions to make 
advances to banks and trust companies which have 
outstanding any loan or loans to establishments 
whose operations are necessary or contributory to th^ 
prosecution of the war, or where such banks or trust 
companies have rendered financial assistance to such 
industries. Under certain conditions, the Cor- 
poration may make advances to banks of various 
descriptions and to building and loan associations. 
In exertional cases it may loan directly to persons^ 
firms, corporations, or associations where the loan 
ccmtributes to the war ends of the Government. It 
18 authorized to buy and sell United States bonds, 
to issue bonds of its own, and the federal reserve 
basics are empowered to discount the .direct oUi- 
gittions of the Corporation and to issue federal re- 
lerve notes on such security. The bonds of the 
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Corpwaticni are esEonpt from taxatkm. MeaandUfe 
the United States is not responsible for its ddbts.^ ^ 
Secretary McAdoo explained that this measure ia 
int^ided primarily to enable banks, including na^ 
tional and atate banks and trust oompanies/to ocm- 
tinue to furnish essential credits for enterprises whidh 
are necessary or contributory to the prosecution of 
the war. He urged that government borrowing 
tended to preSmpt the credit facilities of the banks 
and thereby to curtail their customary assistance to 
industries, that the federal reserve banks were not 
authorized to handle the business required of the 
Corporation, and that this institution was designed 
as an emergency measure to fill the gap. He be- 
lieved that the mere existence of the machinery 
provided by the act would of itself maintain con- 
fidence to such an extent that the aid of the Cor- 
poration would be called for only in a relatively few 
cases.' Subsequently, the officials of the Corpo- 
ration explained that ''an erroneous impression 
seems to exist in certain quarters that the Corpora- 
tion is intended primarily to make direct advances 
to borrowers under the 'exceptional cases' clause of 
the act. This, however, is not the purpose of the 
act, which was designed primarily to enable credit 
to be extended by the War Finance Corporation 
through the banks of the country to 'war indus- 
tries,' that is, to those industries whose operations 
are necessary or contributory to the war/** It 

^ Public No. l%h opjoU., sec 7 to 16. 

> O. B., Feb. % 1918, pp. 1 and 7. * Ihid., June 6, 1018^ p. !•• 
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may be added in this ommectioii, that the Seerebufy, 
in August, announced that the War Finance Cor^ 
pofation would make direct loans to individuals^ 
firms, and corporations whose principal business is 
raising of livestock. The authority f<»r this policy 
is the ''exceptional clause/'^ Ihe Federal Re- 
serve Banks of Kansas City and Dallas were 
designated agencies for this business. 

We said in the outline of this chapter that one of 
the objects of federal control was means of com- 
munication. Prior to the taking over of the rail- 
roads by the Government, the transportation sys- 
tems of the country were managed by the Railroad 
War Board mganized under a resolution ad<q>ted by 
the chief executive officers of the principal roads at 
a convention held on April 11, 1917 ; this action was 
subsequently ratified by the various railway cor- 
porations. The purpose of this body was to co- 
ordinate the operation of the raifaroads into a ''con- 
tinental railway system'' to aid the Government 
during the war.' Innumerable problems were en- 
countered, and the growing difficulties became all the 
more apparent with the advance of the winter of 
1917-1918. Included in the list were questions 
of rates, wages, priorities, and the raising of capital 
needed to improve the roads. Indeed, there was in 
addition the immediate and pressing problem of the 
ability of the roads to handle the tremendous traffic 
as one of the results of the war. The Rail- 

VWaU St. Jour., Aug. 17, lOlS. 
*0. B., Jan. % 1918b p. 5. 
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road War Board admitted that '-trying 
are certain to develop this winter because of the isK 
ability of the carriers to take care of the increamig 
traffic/' and that ''the transportation situation is 
becoming the subject of growing public uneasiness 
and agitation/' Therefore, the Board deemed it 
proper to "make public a frank statement and ex- 
planation of the facts and indicate some of the 
means which it believes should be used in dealing 
with the situation." ^ One part of the plan was 
the eUmination from transportation in whole <» in 
part of upwards of 450 articles which the Board 
believed could be dispensed with without any 
serious inconvenience.' 

Federal control was brought a step nearer as a 
result of the report of the Interstate Conunerce 
Commission directed to Congress on December 1. 
Two methods of meeting the situation were sug- 
gested. First, the operation of the roads as a unit 
by the carriers themselves. This was rejected, for, 
according to the Conmiission, "in the effort along 
this line initiated early in this year they are re- 
stricted by state and federal law, and the idea is 
the antithesis of that which heretofore has con- 
trolled their activities."* The alternative method 
was the "operation as a unit by the President dur- 
ing the period of the war as a war measure under 
the war powers vested in him by the Constitution 
and those which have been or may be conferred by 



1 0. B., Nov. 00, 1917, p. 1; Bus. Dig., Nov. 28, 1917, p. 880. 
• O. B., Dec. 6, 1917, p. 6. * Ibid. 
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the Congress/'^ Meanwhile, the Federal Trade 
Commission added its contribution to the solution 
of the problem by confirming the statement of the 
Interstate Commerce Commission that ''the coal 
industry is paraly2dng the industries of the country, 
and that the coal industry itself is paralyzed by the 
failure of transportation/' ' 

There was no question that the outlook was bad 
and that federal control was inevitable. Unified 
operation was already forecasted in the plan of the 
railroads themselves announced late in November 
by which all the available facilities east of Chicago 
were to be pooled to the extent necessary to furnish 
the maximum freight movement.' Under authority 
of the act of August 29, 1916, President Wilson, by 
proclamation of December 26, 1917, authorized 
federal control of the railroads.^ The prodama- 
tion covered ''each and every system of transporta- 
tion and the appurtenances thereof located wholly 
or in part within the boundaries of the continen- 
tal United States and consisting of railroads, and 
owned or controlled systems of coastwise and inland 
transportation, engaged in general transportation, 
whether operated by steam or by electric power, 
including also terminals, terminal companies, and 
terminal associations, sleeping and parlor cars, 
private cars and private car lines, elevators, ware- 
limtses, telegraph and telephone lines, and all other 
^^^ ; ^^^ and appurtenances commonly used or 

- , . 

> Oi B^ Dee. % 1917, p. 0. « Bus. Dig., Nov. 98, 1017, p. 880. 

y 1 ;.V ; ^ AmL, Dec 14, 1017, p. 6. « a. PaUle No. 84f, 6itli Coag. 




'..J5r'-/''#i;. 



IfO FBOBLEMS OF BBOOMBmUCTiON 

operated as a part of such rail aiMi wmtar 8y^^ 
transpwtatioii. . • /' ^ Street railways mid tiilii^ 
urban lines were not included in the prodamatioii, 
but the President announced that, if later the st^ 
were necessary, these might be taken over also* 
President Wilson explained that federal control <xf 
railroads was '^ imperatively necessary/' that tins 
was a war of resources as well as of men, and that 
complete mobilization of the resources of the coun* ' 
try requured that the transportation systems should 
be organized and employed under a single authority.* 
Secretary McAdoo was appointed Director-G«a- 
eral of the railroads, and a new organization was 
effected by which control was unified under his direc- 
tion. Subsequently, the Railroad Control Act of 
March 21, 1918, provided the financial arrange- 
ments while the roads are under Government man- 
agement. This act authorized the President to 
make agreements with the carriers and to guarantee 
just compensation, which was not to exceed a sum 
equivalent to the average annual railway operating 
income for the three years ending June SO, 1917.' 
Any income in excess of that amount is to remain 
the property of the United States. All agreements 
are to contain appropriate provisions for the main- 
tenance, repair, renewals, and depreciation of the 
properties, for the creation of reserve funds in con- 
nection with such arrangements, and for adequate 
accounting and adjustment charges so that the 

* O. B., Dec. 87» 1917, pp. 1 and S. ^ 

•Public No. 107, e5th Cong. (S. 3752), p. 1. 



property of eadb earner ''may be returned to ^ a 
substantially as good repair imd in substantially as 
complete equipment as it was in at the. beginning 
of federal control/'^ In the case olf railroads in 
the hands of receivers, or with expenditures for 
additions and equipment not reflected in their 
operating income, the P^resident is to make siKsh 
agre^nents for compensation as wiU be just uncter 
the circumstances. The act provides a ''revolving 
fund" of $500,000,000 to be used to pay the ex- 
penses of federal control, to give a just recompense 
to the owners, to provide for motive power, terminals, 
cars, and other necessary equipment. The Fresidait 
may direct carriers to make improvements ; he may 
initiate rates, fares, charges, classifications, and r^pi- 
lations by filing the same with the Interstate Com- 
merce Conmiission ; he may also select apprc^riate 
agencies for carrying out the provisions of the act. 
Federal control, as provided by the act, is to con- 
tinue throu^ the war period and for a reasonable 
time thereafter, but not longer than a year and nine 
months after the treaty of peace as indicated by 
the Ptresident's proclamation.* 

The Director-General has recently announced his 
policy oi railroad administration. This induder 
"the service of the public,'' which implies the main- 
t^iance and improvement of the railroad prcgperties 
to afford adequate transportation at the lowest 
oosL A second element in the polic^ is the pro- 

1 Public No. 107, e5th Cone. (&S75i)>P-^ 
^Ilrid^ iectioos ie to IS. 
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motion of a spirit of sympathy and better imdat!^ 
standing between the employees and the raiboaii 
administration, and between the adminiiMration and 
the public; and a third element involves the de- 
fecting of sound economies. This last, according 
to the Director-General, includes dimination ci 
superfluous expenditures, payment of a fair living 
wage for services rendered, purchase of matmals 
and equipment at the lowest price consistent with 
reasonable profits to producers, standardiidng equqn 
ment, direct routeing of freight wherever possible, 
mtensive employment of aU equipment, and a 
careful scientific study of the results obtained.^ 

Another step in extending federal control over 
the communication system of the country was taken 
on July 22, 1918, when the President by proclamation 
took over the telegraph and telephone systems, and 
directed that the control should be exercised by the 
Postmaster-General. Authority for this measure 
was granted by joint resolution of Congress on 
July 16, 1918.« 

The control of the shipping and shipbuilding pro- 
gram of the United States is under the direction of 
the Shipping Board. This organization was au- 
thorized by the act of September 7, 1916,' and was 
designed originaUy as a part of the administrative 
machinery of the Government to promote the de- 
velopment of an American merchant marine and to 

iQ. B., June 19, 1918, pp. 1 and 4. 

• Ibid., July 24, 1918, p. 1. 

• Public No. 260, 64th Congress (H. R. 15455), Sect a 
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regulate fofeign and d<»iiestic shipping*^ The needs 
of the war, however, have brought new functicms 
to this body. Training men for various branches 
of the marine service, requisitioning and control of 
vessels under the jurisdiction of the United States, 
and the direction of the shipbuilding program of the 
United States are among its new duties. On April 
16, 1917, the Board organized the United States 
Emergency Fleet Corporation under the laws of the 
District of Columbia with a capital of $50,000,000.* 
The magnitude of the operations of this agenqr is 
indicated by the fact that on December 1, 1917, it 
was supervising the construction of 1118 vessels in 
110 shipyards, and disbiu*sing for this work over a 
billion dollars a year.' This signifies that sub- 
stantially all the shipbuilding of the country, ex- 
cept naval vessels, is under its control. In com- 
mandeering vessels the Board has followed chiefly 
two principles, namely, that the United States ''was 
entitled to the privilege of serving the allied cause 
under her own rather than under a foreign flag,'' 
hence the conmiandeered ships have been retained 
by this country; and second, that the ^'former 
owners of vessels building for -American account 
and conmiandeered on August S, 1917, should be 
given an opportunity to resume title on the com- 
pletion of such vessels, provided they would sur- 
fend^ to the Board the use of such vessels, for the 

> Knt Aimiial Bepoit of the United Siftte Slui#^ 
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pefiod of the war and six nMmths thareaftar, illlMi 
requisition rate established by the Board, and peOr 
vided further that they yould reimburse the Board 
for idl expenditures incurred in complcfting th^ 
vessels, including the cost of speeding up ccmstrue* 
tion, and would waive all claims arising out of the 
act of requisitioning/' ^ 

The conservation and price-fixing measures hith- 
erto discussed refer principally to domestic consum- 
ers; but these regulations scarcely touch another 
field where control in war times is necessary* This 
is the field of government purchase. Here, cm- 
trol is designed to obtain commodities at a reason- 
able advance above cost, to secure a steady supply 
and a scale of preference for government orders; 
hence the policies of price fimig, priorities, and 
standardization. 

Prices and conditions of sale are fixed from time 
to time for a number of great commodities, such as 
iron and steel, copper, zinc, aluminum, timber, 
leather, wool, and cotton goods. The customary 
process is for the Federal Trade Commission to ob- 
tain the cost of production of the goods in question 
and on this basis the War Industries Board agrees 
on a price with the representatives of the industry.* 
The price fixing committee of this Board was cre- 
ated in March 1918 and charged with the duty of 
passing on the price of all basic raw materials.* 

^ First Annual Report of the U. S. Shipping Board (1917), p. 10. d. 
also Rules and Regulations of the U. S. Shipping Board (August lOlT). 
« Cf . ante, p. 24. 
s 0. B., March 19, 1918, p. 1 ; Bus. Dig., March 87, 1918« p. MS. 
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Maaiy agreemaits contain other Aan price areu^ 
mcnts. For example, in the case of sted, the con- 
tract provided that there should be no reduction in 
wages, that the stipulated price apidied not only to 
government purchases, but also to those of the 
Allies and the American consumer, and that the 
steel men should exert themselves to keep production 
at the maximum.^ Many other agreements ccmtain 
similar stipulations.' 

Priority arrangements are necessary because of 
the limited supply of certain factors of production. 
The preference idea is widely applied in organizing 
the country for war. Indeed, much of the rc^^ula- 
tion of commerce and of the supply of labor partakes 
of this idea. In short, both industrial and domestic 
consumers are graded in relation to the war needs 
of the country. The notable instance of the appli- 
cation of this principle is with iron and steel. Ow- 
ing to the great importance of the product and to 
the limited supply, it is necessary to prescribe the 
order in which certain articles shall be supplied. 
By a recent arrangement, steel products are di- 
vided into five general groups. Oass AA comprises 
only emergency work of an exceptional and urgent 
nature; Class A covers all other war work; Class 

1 0.B., Sept 25,1017, p. S. 

* Hie followiiig referenoes for 1917 : O. B., Aug. 7, p. S; Aug. 0, p. 1 ; 
Befit. SI, p. 1; Sept. 25, p. S; Oct. 9, p. 7; Nov. 6, p. 8; Dec i9, p. 1. 
l%b foQowi^g for 1918: Jan. 11, p. S; March 5, p. 9; May S, p. S; 
Mi^ 9, p. IS; May i9, i^. S and 5 ; June 10, pp. 1 and 8; Jidy 5, p. 4; 
li% OS, p. 1. Bob. Dig., Oct, 1917, p. 107; Nov. 14, 1017, p. 890; 
Iw. Ifl, 1018, p. OS; Jan. 99. 1918, p. 185. 
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B includes work which, while not primarily for witf 
purposes, is essential for the national welfare ; Ckm 
C comprises all orders not covered by priwity <»> 
tificates or not taking an automatic rating; all 
other work falls in Class D.^ To make sure that 
the orders will be filled in their rank of importance 
these classes are defined with considerable minute- 
ness. As early as February 4, I9I89 the War In- 
dustries Board, for the purpose of expediting pro- 
duction, inaugurated an extensive system of prior- 
ities, applying not only to iron and steel, but among 
others to copper, chemicals, cotton duck, and woolien 
cloth.« 

Standardization has been tried on a limited scale 
in the United States. It is largely a conservation 
measure designed to cut down the number of styles 
or classes of products and thus save capital, labor, 
and materials, and effect various economies in manu- 
facture and distribution. As in the case of price 
control, it is effected by agreement with the repre- 
sentatives of the industries concerned. Among the 
commodities to which it has been applied are farm 
implements, certain kinds of clothing, shoes, auto- 
mobile rims and tires, furnaces, and metal beds.* 

A brief survey of this chapter, and of the three 
immediately preceding, reminds the reader that the 
present industrial arrangements are very different 

^ 0. B., July 6, 1918, p. 9; July 81, 1918, p. 9. 

* Bus. Dig., Feb. 13, 1918, p. 221. 

* 0. B., June 17, 1918, p. 2 ; June 19, 1918, p. 16 ; June 26, 1918^ p. 8; 
July 1, 1918, p. 9 ; July 12, 1918, p. 2 ; July 16, 1918, p. S ; July 10, 191% 
p. 6; July 23, 1918, p. 8. 
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from those to which he wm accustomed less than 
two years ago. Whether one is a manufacturer, 
merchant, consumer, or worker in any field, the 
effect of war control is encountered aknost every 
waking hour. In short, the world in which we now 
live is characterized by r^ulations and restrictions 
to which we were not accustomed at the beginning 
of this conflict and to which no previous war had 
introduced us. A marked change has resulted in 
the method of conducting wars. As President Wil- 
son has said, ^'This is a war of resources no less than 
of men.'' ^ Mobilization involves not only men, 
but industries and materials, and necessitates cur- 
taihnents and restraints, and a control which makes 
these effective. If regulations encompass us, it is 
largely because our activities are not isolated, and 
because the industrial and social forces which entsr 
our local sphere are the same forces which are work- 
ing the world round. The complexity of social re- 
lations causes regulations to become all the more 
penetrating, for the reason that no branch of indus- 
try, no field of economic endeavor, is independent of 
odiers. The developments of the past half century 
have produced a social cooperation which did not 
emt before, and this, in turn, has. increased the de- 
pendence of man on man, industry on industry, and 
regions of the world on other regions, ^ence control 
to be complete and effective must expand without 
iiinit. Regulation is a ** bourne '' from which ** no trav- 
der returns." Starting in a limited way, it ramifies 

^O.B.»Dee.27, lOlS^p. 1. 
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indefiiiite|jr» and must do 80» to cbeck eadi mfir 
movmneiit arising to escape the impending oontnl* 
For evidence, witness the ever increasing (femai^ 
of government commissions which are constant^ 
confronted with new forces they are unable to mas- 
ter. For these reasons, among others, a thorough 
study of the problems of reconstruction is impav 
ative; for if we adopt the principle of control as a 
peace polipy we shall be hurried on rapidly to a 
regime in which government interference will be 
even more comprehensive than in war tunes. 

One might conclude from the forgoing paragraph 
that the war measures of the United States find their 
counterpart in Europe, and since industries and com- 
merce of all countries are intimately related, even 
neutrals, far and near, have been forced to adopt 
some measure of control. This, indeed, is the case. 
One more brief task confronts us before we study the 
results of the war and the related problems of re- 
construction, namely, a survey of war measures in 
other countries. 
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CHAPTER VI 

WAR OONTBOL IN FOREIGN 00UNTBIE8 

Wab control is not an isolated phenomenon. It 
is not peculiar to the United States, nor even to the 
belligerents; it is a feature of all countries where 
the malignant influences of the war have been felt. 
Distant regions have been compelled to ccmserve 
supplies to protect their industries and consumers. 
In many instances, the diversion of shipping has 
been the cause of food shortage ; hence the need of 
conservation measures. Sometimes the regulations 
of the belligerents have been the cause of financial 
troubles ; hence measures to protect national credit. 
Meanwhile, there has been a scant supply of manu- 
factured goods in all countries; stodbs have run 
down and prices have risen ; this has often been the 
occasion for regulation to conserve a limited supply 
and to prevent extortionate prices. In any case, 
the unusual conditions have suddenly caused inter- 
v^ition by the governments in the hope of alleviat- 
ing the industrial evils incident to the war. 

Amcmg the belligerents, regulation covers about 
the same list of activities as in the United States. 
It thus includes foodstuffs, fuel, essential raw 
materials, shipping and foreign commerce, and the 
febilioiis between employers and workmen* Prices 
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and profits, and the flow of foods to ocmsumofii^ 
are everywhere brought under rc^^ulation. The 
policies of requisition, of priority, and of government 
purchase and distribution of certain commodities of 
prime importance characterize the war measures of 
all belligerent countries. In some instances, ration- 
ing both of foodstuffs and industrial raw materials 
has been adopted on a considerable scale. Indeed^ 
the need of control has been much greater in the 
European countries than in the United States, owing 
to the limited supply of commodities for both civil- 
ian and military consumption. 

In the case of European neutrals, control has been 
made necessary by the commercial policy adopted 
by the belligerents. Where neutral/s were rationed, 
it was necessary to devise means for rigid economy. 
The neutrals, moreover, were compelled to establish 
some sort of organization to make effective their 
agreements for the distribution of products obtained 
by consent of the countries at war. We have 
previously discussed the American method of r^^- 
lating commerce with Grermany's neighbors.^ A 
similar policy has been employed by England, 
France, and Germany. Such organizations as the 
Netherlands Overseas Trust and the Swiss associa- 
tions are compelled to control the products allotted 
to them,^ otherwise the exporting countries would 

^ Cf. ante, p. 154. 

s Com. Rept.» Mardi 24, 1915, p. 1186; Aug. 13» 1915, p. 758; Oct 
27, 1915, p. 886; Nov. 2, 1915, p. 466; Nov. 26, 1915,. p. 785; Aug. m^ 
1917, p. 16; June diS* 1918, pp. 1202-1208; Bus. Dig., Se^ 12» in% 
p. 1482. 
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be loath to send them furthar supplies. In addi- 
tion, the commercial agreements by which neutrals 
engage to deliver a portion of their supplies of cer- 
tain products to belligerents in return for commer- 
cial favors make supervision necessary. Thus, even 
non-combatants are surroimded with conditions 
which make government intervention inevitable. 

It is no doubt true that the neutrals have volun- 
tarily adopted some measures for their own pro- 
tection. Shortly after the outbreak of the war the 
Swedish government decided to purchase 120,000 
tons of wheat as an emergenpy measure.^ In June 
1917, the same country prohibited the export of a 
long list of commodities, including pork, fish, fruits, 
certain vegetables, certain chemicals, textiles and 
wearing apparel, iron, steel, copper, lead, and zinc' 
About the same time, Sweden requisitioned all sup- 
plies of peas and pea flour in excess of 500 kilos, 
fixed the maximum price of peas, and prohibited 
their use in the feeding of animals;* tihie use of 
flour, starch, and bran for industrial purposes was 
prohibited, except with the permission of the Agri- 
cultural Conunission. Other measures included the 
requisition of fodder and cotton.^ Early in the war 
Norway prohibited the export of surgical iiistru- 
ments and has since greatly enlarged the list of non- 
dqportable goods.* To assist the fishing industry, 

1 Cooi. Bq^t., Jan. 4» 1915» p. 81. 

•a B.* June Sth 1017t p. 8. « Ihid., June 87, 1017» p. 4. 

fmUL, Sept M» 1917, p. 4; Jan. 9. 1018, p. 16. 

^€bift. E^t, Maidi ft/k, 1015, p. 1185; July 5, 101% p. 57. 
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the Norwegiaa govemmeiit ma^ laige piodiiiMi 
throogli one o! its commissioiifi and iffovided for the 
sale of tlie product.^ Denmark and Holland have 
also come in for a large share of rc^^ihtticm.' 

It was an obvious outcome of the war that British 
dominions should r^^ulate commerce and industry 
both for their own good and for the» benefit of the 
mother country. At an early date, control was 
inaugurated in New Zealand, Australia, Soiith 
Africa, India, and Canada. New Zealand, for ex- 
ample, in the spring of 1917, prohibited the eiqport 
of wheat, flour, meat, hides, pelts, and wool, ezcq>t 
by permission of the Minister of Customs.* Late 
in 1916, through the good offices of the New Zealand 
government, the meat producers of the country 
formed an agreement with the British government 
by which England was to take the entire exportable 
surplus of meat from October 20 until at least three 
months after the close of the war.^ Similar ar- 
rangements were made with Australia for the sup- 
ply of wool, and with Egypt for cotton.* Early in 
the war, India put restrictions on certain eiqports 
and has since extended the list; imports, also, 
were regulated.* In August 1917, the export of 

^ Com. Bept, July 5, 1918, p. 57. 

* Ibid,, Sept. 15, 1915, p. 1807; July 8, 1918, p. 2; O. B.» Aug. 81, 
1917, p. 1. 

* Com. Bept., Dec. 27, 1916, p. 1161 ; 0. B., July 6, 1917, p. S. 

* Com. Bqit., Dec. 15, 1916, p. 1009 ; Bus. Dig., Dec. 19, 1917» p. 8M. 
'Daily Consular and Trade Beports, Nov. 99, 1914^ p. 865; Goni* 

Bq^t., Jan. 84, 1917, p. 1 ; Aug. 17, 1918, p. 647. 
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gold was prohibitec^ excqpt imdef homHe, m Miliar 
to proteet the credit and cmresiey eonditkiiQS of tbe 
coimtiy. Canada, also, embarked on an extaisive 
system of control.^ One interesting measure puts 
a ban on idleness. An Order in Council of April 4, 
1918, requires every male person in the Dominicm 
between the ages of 16 and 60 to be engaged in 
some useful occupation.' This suggests the laws of 
several of pur own States and the more recent regu-> 
ladons of the. national government.* 

The polipy of control has been inaugurated in 
the Federated Malay States, in Siam, and in some 
of the South American countries.^ In Uruguay, for 
example, regulation of foodstuffs is in the hands of 
the National Subsistence Board created by the law 
of December 20, 1917.* Apparently, from the terms 
of the law, prices are fixed by the govemm^it on the 
recommendation of the Board. Prices of bread and 
flour were fixed by decrees of April 15 and May 7, 
tad various other products have been regulated 
from time to time. 

As with other unfortunate neighbors of belligerent 
countries, Spain has suffered many hardships, and 
has sought to alleviate her conditions by emergency 

1 Com. Bq^tt March 90, 1916, p. 1249; Jmie 18» 1918^ p. 1008; July 
SI, 1918^ p. 401 ; Bus. Dig., Dec 5, 1917, i^. 446-447; 0. B., Sept. 18^ 
1917, p. 4. 

* O. B., May 16, 1918» p. 6 ; Bos. Dig., May $, 1918, p. 6S0. 

t iru. Dig., Dec IS, 1917» j>. 48S; Mo. Bev. U. S. Bu. Lab. Sta., 
Sipt, 1917, pp. 118-115; O. B., Feb. 9, 1918, p. 5. 

«CoiB. B^t., March 25, 1915, p. 1801 ; O. B., May 51, 1917, p. S. 

* Com. Bqivt, July 5^ 1918^ p. 68; July 85, 1918^ p. 886. 
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ccmtroL War r^pilations cover railroads, didppm^ 
food, certain essential raw matmals, and nimiiifai> 
tured products. By a law of February 18, 191$, 
which was limited in operation to one year, the gov^ 
emment was authorized to provide the country widi 
necessary food products and raw materials. Stib- 
sequently, a new law continued the leading provi- 
sions of the Act of 1915 and, in addition, authorized 
the acquisition by the Treasury of certain ali- 
mentary products and raw materials, and provided 
for sale at regulated prices.^ An act of October 4, 
1917, made provision for a Conmiissary-General, 
who is given power to buy foreign wheat, r^^ulate 
its price and distribution, and to restrict consump- 
tion.* 

The Spanish railroads encountered difficulties 
which made regulation necessary. The cessation of 
much of the coastwise trade, on account of high 
freight rates, threw an additional burden on the in- 
ternal transportation system, which it was not able 
to bear, partly owing to the impossibility of obtain- 
ing additional rolling stock. The government, 
therefore, adopted a system of control. By a royal 
order of September 21, 1916, a special committee 
was appointed to serve under the supervision of the 
Director-Greneral of Public Works. This body was 
authorized to give preference to coal, natural fer- 
tilizers, and to other commodities of great impor- 
tance for agriculture and manufacture.' Regulation 

1 Com. Bept, Dec. 28, 1916, p. 1129. [* 0. B., Nov. 22; 1017, p. 1. 
* Com. Rept., Jan. 11, 1917, p. 130. 
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was also extended to the cotton industry. Early in 
1918 a committee was given power to establish rules 
governing imports, to distribute stocks of materiak 
to the factories, to fix prices, and to advise the gov- 
ernment r^arding rules to be applied to the indus- 
try.^ Meanwhile, Spain has applied the rationing 
system to other countries. According to a royal 
order, published April 24, 1918, the export of oUve 
oil of recognized brands is to be supplied to Amer- 
ican countries on the basis of shipments during the 
years from 1912 to 1916. No country is to be al- 
lowed more than its share. All exports of the prod- 
uct are subject to control, and licenses are revocable 
at any time by the National Conmiission on Sup- 
plies.* 

Among the belligerents, Italy has adopted a full 
schedule of regulations. Her greater distance from 
the sources of supply of some of the leading food- 
stuffs and raw materials for manufactures made her 
situation more critical than any of the more western 
countries of Europe. Besides, on account of the 
shortage of shipping, it was difficult for her to mar- 
ket her own products. While the task of organizing 
for war was therefore unusually great, on the other 
hand, the question of meeting her obligations abroad, 
due in part to the inability to dispose of her com- 
modities, caused trouble. The food supply was, of 
course, a matter of first concern. In addition to 
tifa^ customary price regulations, Italy, by a minis- 
terial decree of May 80, 1917, made obligatory the 

> O. B^ A|^ U. in%p. S. * Und^ May fk 1918^ P- 3. 
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dedaration of crofNi of wheats rye, oals, and biiilBl^ 
Pr^rieton, lessees* and caltivatcnrs wwe requHaed 
not only to declare the entire amount harvested* 
but to state the portion set aside for seed purposes 
and for the pay of operators of threshing machines> 
Definite information was demanded, so that the 
farmer had small chance of evasion. He was to 
state the commune in which his property was lo- 
cated, the location within the commune, the name of 
the title holder, the amount of cereals harvested, 
the amount required for seed, the number of persons 
and dependents in his household, and the location 
of the warehouse in which his grain was stored.^ 
Unlike control in the United States, r^^ation 
reached the farmers ; it was designed to prevent the 
withholding or misusing of supplies. 

When the prospect of shortage in 1918 became 
evident, Italy adopted more rigid measures. The 
government made obligatory the cultivation of cer- 
tain staples on areas in excess of those farmed the 
preceding year. It was decreed that, during 1918, 
an additional 74,000 acres should be put under cul- 
tivation. That a fair allotment might be made, a 
certain specified additional area was assigned to the 
several provinces. Meanwhile, the cultivation of 
potatoes, com, and vegetables was given preference 
over certain other crops, such as clover and forage.' 
An order of July SO, 1917, required a certain pro- 
portion of fiour to be obtained from wheat, and pro- 
hibited the elimination in the milling process of any 

^ 0. B., July 9, 1917, p. 4. • Ibid., April 86, 1918^ p. 5. 





WAB oommj* IN FCHisisN commms vm 

Other guhrtanoe than bran. Health officers weam 
ifequired to make frequent tours of inspecticm to 
reiHress adulteration and to prevent divei^p^des 
from the r^ulations.^ 

Shortly after Italy entered the war, the govern- 
ment took up the sugar problem. A commission 
was created in the Ministry of Agriculture to r^pi- 
late consumption ; government inspectors were ap- 
pointed at all refineries. Sugar could not be dis- 
patched or delivered without ofBdal sanction. The 
conmiission was authorized to allot monthly the 
supply for each province both for direct consunq>- 
tion and for manufacture. Local officials^ in turn, 
carried out the regulations within the districts. 
The manufacture of any product containing sugar 
was prohibited unless the producer obtained a 
license.^ 

Foreign trade was also brought under ccmtroL 
To conserve tonnage, and to prevent an embar- 
rasdng exchange situation, the Italian government 
eariy in the war prohibited the import of many 
luxuries.* The list has been extended from time to 
time. A decree of May 26, 1918, put all imports 
under license, except commodities intended for the 
use of the nation. Imprisonment, fines, and con- 
fiscation of property were prescribed in case of 
violation of the decrees.^ Effective contrd of 

1 0. B., Sq»t IS, 1017, p. 4. 

* Com. Bq^t^ Dec e, 1916, p. 881. 

•IW., June Si^ 101S» p. 181$; June 9, lOld, p. 018. 

« ML. J^ne 17, 1918, p. 1041. 
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foreign oommefoe also involved the contnd of es« 
change. This step was taken early in 1918, when a 
National Institute of Exchange was created to take 
charge of the many operations connected with for- 
eign financial transactions. This body is to pur- 
chase securities, foreign drafts and notes, to collect 
the proceeds of securities sold abroad, and to cash 
coupons.^ In short, the Institute is to have a mo- 
nopoly of the foreign exchange business, for the pur- 
pose both of stabilizing the rate of the lira and of 
protecting the financial resources of the country. 
The Institute is administered by a council of about 
nine members, of whom two are nominated jointly 
by the Ministers of the Treasury and of Commerce 
and Labor, three are representatives of the banks of 
issue, and the remaining members are selected from 
other credit institutions which are permitted to 
participate in the association. 

Among domestic industries, the manufactures of 
cottons and woolens were promptly brought under 
regulation. These industries are of the greatest 
importance both for civilian and military purposes ; 
it was therefore deemed necessary to stabilize prices 
and to secure an adequate distribution of the prod- 
ucts among all classes of consumers. According 
to an ofBcial announcement of August 29, 1917, the 
government proposed to create a committee on the 
cotton industry as a part of the Ministry of Industry, 
Conmierce, and Labor. Its functions were to pro- 
vide for supplies of raw materials, regulate produc- 

^ O. B., Feb. 6^ 1918, p. 7; Bus. Dig., May 8, 1918^ p. 618. 
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tion so as to secure fair prices and a satisfactory 
tribution of the products among civilian and army 
consumers, and to see that exports were maintained 
as far as possible, because it was deemed wise to 
support a certain amount of foreign commerce in 
the national interest.^ 

In the case of wool, both the existing stock and 
the prospective clip were requisitioned in May 1917. 
The decree provided for assembling depots to which 
the new season's output was to be taken; growers 
were to be reimbursed the cost of transportation 
plus a reasonable amount for wool.^ B^ a decree 
made public August 4, 1917, a central committee 
on the woolen industry was created, consisting of 
not more than fifteen members, and composed of 
dvil and military officials and representatives of the 
industry. The powers and functions were similar 
to those of the cotton committee. Authority was 
given to requisition factories and provide for their 
operation. The committee was expected to control 
production and distribution of woolens for the dvil 
popidation and to standardize certain products.' 

A system at control was also established for the 
boot and shoe industry. As with cottons and 
woolens, the agency of control was a central com- 
mittee acting under the direction of the Ministry of 
Industry, Commerce, and Labor. One object in 
view was to supply foot-wear to the civilian popular 
ticm at fair prices* The Ministry was authorized to 

^ O. B., Oet U, 1917, p. 4. * Ibid., June 26, 1017, p. 4. 
< But. IHg^ Oct. 17, 1017, p. 150; O. B., Sept. 7, 1017, p. «. 
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wder tlie {Hfoductum of standard styles, to delii^ ; 
mme prices, and to allot production bsdob^ tlii 
factories. Raw materiak were to be delivered to 
the establishments in proportion to the assignment 
of orders. Thus, the Ministry was to determiM 
*'the types of foot-wear which may be put upon the 
market, rules deemed opportune for rendering con- 
sumption proportionate to output, and r^^^tions 
so that foot-wear made in conformity with this de- 
cree shall be sold at prices favoring the poorer 
classes." ^ Products were to bear on the outside a 
stamp indicating the selling price and the name of 
the factory at which production took place. Even 
imported boots and shoes, after December 1, 1917, 
were to be stamped. A report from the American 
consul at Milan in the latter part of this year indi- 
cated that the largest shoe establishments had be- 
gun to manufacture standard products, that the 
government had inaugurated a system of sales of 
shoes to the public, and that stores had been estab- 
lished in the principal cities which were engaged 
exclusively in the sale of standard shoes. The 
business was controlled by government authorities.* 
In view of the food shortage, the regulation of 
public eating places was inevitable. By a decree of 
the Commissary-General, made public the latter 
part of 1917, restaurants, hotels, and other public 
rooms in which food was consumed were required 
to serve bread in slices of not more than two cen- 
timeters thickness, and not exceeding eighty grams 

1 0. B., Dec. 81, 1017, p. 0. * IM., Jan. 0» 1018. p. 4. 
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for ^fcch meal. Mayors of the ccmmnines Wera €X* 
pected to compile lists of refreshment rooms. Iii 
such places, the bread portion was not to exceed 150 
grams. If, however, the commune had previously 
established individual rations, in accordance with 
the decree of September 11, 1917, the amount of 
bread served was to be not more than half the as* 
signed ration. The consumpticm of cold meats, or 
indeed, of meat in any form as a preliminary course, 
was prohibited.^ 

The substance of all these measures, therefore, is 
that commodities of vital importance for the national 
welfare are brought under close r^^^ation. This, of 
course, includes food products, essential raw mate- 
riak, and leading manufactured goods. Systems of 
preference and of standardization are adopted as 
war measures, and in important instances, both 
household and industrial consumers are rationed. 
The committees frequently number among their 
members not only civilian and military authorities, 
but representatives of the industries. In any 
event, control is administered under authority of the 
state. 

The war measures of England, France, and Ger- 
many have included in every instance a thorough 
regulation of the consumption oi food products. 
AO of these countries are largely dependent on the 
outside world for the leading cereals, and for a con- 
siderable part of their supply of meat, to say noth- 
ing of theb dependence on the tropical and sub- 

^O. B^ Dec 81, 1017, p. 0. 
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tropical r^ons for sugar, coffee, and a numbei* ^ 
kinds of raw materials for the manufacture ci d^ 
In view of the impending shortage, these countriel 
were driven promptly to conservation measures. 
The decrees, which are constantly undergoing re- 
vision to suit new conditions, contain an endless 
variety of regulations. Usually, control becomes 
more exacting, so that the tendencies are away from 
voluntary measures originally contemplated, and in 
the direction of compulsion in various forms. 

The English food policy, according to Lord 
Rhondda, the Food Controller, contains the follow- 
ing principles: "My aim," said the controller, **is 
to safeguard the interests of the consumer, to do 
away with profiteering altogether, and to prevent 
excessive profits of any kind. The framework of ' 
our machmery is formed on the civil service. They 
are the administrators, but in all cases we secure 
the best available business men to advise them, as 
well as a number of expert committees dealing with 
almost every food commodity. The policy is to 
limit the profits at every step from the producer to 
the consumer, and at the same time to regulate the 
supply." ^ 

Some of the purposes outlined above are accom- 
plished through a costing department which ascer- 
tains the profits of manufacturers and retailers of 
foods. For the purposes of administration, the 

1 Mo. Rev. U. S. Bu. Lab. Sta.. Dec. 1917, p. 101. For a ataiy of 
the development of British food control see Howard L. Gray, ^'Wsf 
Time Control of Industry," Chap. VUI poMim. , ^ 
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country is divided into separate areas, and for each 
of these a leading firm of accountants has been ap- 
pointed. Reasonable profits, based on pre-war rates, 
are added to the present cost, and price limits ar- 
ranged on this basis, after a consultation with the 
trades concerned. Great Britain is divided into six- 
teen food divisions, consisting of as many counties. 
Each division is under the jurisdiction of a com- 
missioner appointed by the food controller. Again, 
in each division, the borough, or the urban or rural 
councils, or other local authorities, appoint local 
food committees with limited powers to carry out 
the price and distribution regulations promu^ated 
from headquarters.^ 

iiCeanwhile, tradesmen are registered with their 
local committees ; if a merchant fails to observe the 
regulations he is struck off the list, which means 
that he is prevented from further trading. Orders 
fixing and amending prices are communicated to 
local committees; the trades and the public are 
informed through the daily press. The work of 
inspection is performed by men sent out from head- 
quarters. Penalties for violations of the regula- 
tions include a fine not to exceed £100, or imprison- 
ment not to exceed six months with or without 
hard labor, or both fine and imprisonment.^ Lord 
Bhondda has explained that *' while the prices of 
poetically all essential foods are now under control 

^ Mb. Bev. IT. S. Ba. Lab. Sta., Dec. 1017, p. 101 ; Ck>m. Bcpt, May 
1^ W7, pp. 407 ff. 

f 11^ Ber; U. S. Bo. Lfh. Sta., Dec 1017, p. 101. 
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no oompiilsoTy rationing is imposed on tlbe geoHil 
public although all public eating places are raHiOnifi 
as to the amount of meat, flour, bread, and sapor 
which may be used every week on the basis of an 
average for each meal." ^ He announced that after 
December 80, 1917, only half a pound of su|^ 
per capita a week would be permitted. This 
amount is to be obtained by means of a system by 
which each consuming householder, or each con- 
sumer, registers with a specified retailer and secures 
from the local food committee a card entitling him 
to his ration. The retailer is required to keep a 
record of deliveries to prevent consumers from ob- 
taining more than their share. 

In addition to regulations affecting household 
consumers, a system of control has been inaugurated 
applying to manufacturers of food products. With 
reference to wheat products, *' flour made from 
wheat must be straight-run flour, milled to 81 per 
cent extraction, and it is compulsory to mix in 
twenty per cent of flour from other cereals and pulse, 
and it is permissible to mix in up to flfty per cent, 
while no bread may be sold unless twelve houiB 
old."* The amount of sugar used by manufac- 
turers is also limited. As a rule, the use of foodstuffs 
for industrial purposes and for feeding animals is 
prohibited. Besides these regulations, appeals are 
made to the public to economize. An interesting 
feature of British food regulation was the reduction 
in the price of the quartern loaf^, which was madp 

^Ma Bev. U. S. Bo. Lab. Sto., Dec 1017» p. 101. •IML 
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pofldUe throui^ the sabfiidiziQg ol flour.^ As wi& 
AmmcBSi rc^gulatioiis, great care is takai to pre- 
vent price control from discouraging production. 
The reader may observe from this discussion that 
British regulations have many points in conomon 
with our own. Indeed, many of our lessons were 
Immed from that country. 

The German food situation presented many sarious 
problems. Largely isolated from the principal food- 
producing countries, she was put to many shifts to 
make her own resources produce the required supply. 
Tlie government took the matter of food control in 
hand almost from the start. Simultaneously with 
the declaration of war, the military authorities in 
the respective districts established mayimum retaO 
prices for the principal food products.* Shortly, in 
many of the cities, ordinances of a simikr purport 
were passed. This step was necessary in view of 
the rapid depletion of stocks, and the disposition to 
hoard with its attending evils. Among the first 
measures in Germany was a law fixing maximum 
prices, including the authority to confiscate food 
products if dealers refused to sell at the stipulated 
prices. Maximum wholesale prices per metric ton 

> Ho. BflY. U. S. Lab. Sto., Dec 1017. i^. lOO-lOl ; for further di»- 
coflBOO lee Mo. Bev. U. S. Bo. Lab. Sta., July 1917, i^. OIHTS; ibid-^ 
Not. 1917, pp. 01-104 ; Cam. Kept., Dec. 7, 1016, p. 807 ; Dec 1% 101<^ 
p. 077; Jan. 11, 1017, p. 190; Nov. n, 1917, p. 7£1; Bus. Dig., Dee. 
li, 1017, p. 486; Feb. 6, 1918, p. 18; Economic Woild, Dec U, 1017, 
p. 810; Cam. and Fin. Chron., May 5, 1917, p. 1758; Sq^yt 8> 1017» 
IP* 007; Oct. 6» 1017, p. 1866; Howud L. Gray, op. eU, 

^Cooi^ Bqi»t» Jin. 16^ 1016, p. 090. 



'(.1 '*■ '•'•'i^.'iiv 







'^ 






196 FBOBLBMS OF BEGONSTBUCTION 



-.1 



■p^ 



for cereals sold in Berlin were fixed by an act 4j| 
October 28, 1914.^ About the same time a niudbfr 
of conservation laws were enacted; one of these pxo- 
vided that flour used in the baking of bread shouM 
be mixed with a certain per cent of rye substitute, 
and in the case of rye bread, from five to twenty 
per cent of potato flour was to be substituted. 
Meanwhile, the production of certain other bakeiy 
products was put under regulation.* As early as 
January 28, 1915, the American vice-consul at 
Berlin reported that the government was employ- 
ing every possible means to r^^^ate the use and 
to conserve the supply of foodstuffs; among othar 
measures, advertisements were placed in street cars 
and on bill boards urging the people to be sparing.' 
By a law of February 1, 1915, authority was given 
to seize for public use all grain and flour in the empire 
through the newly created war grain company. Ac- 
cording to the plan, this organization was to dis- 
tribute supplies to communities in proportion to 
population, and the communities, in turn, were to 
arrange for distribution to companies and private 
individuals. This program, of course, involved mills 
and bakeries in the meshes of control/ About the 
same time, it was decided to apportion the bread 
supply by means of cards. Berlin, for example, 
was to be divided into some 170 districts. Bread 
cards were not transferable; they were good for 
only one week, and penalties were prescribed fw 



1 Com. Bept., Jan. 16, 1915, p. 280. 

s Urid. s Ibid., March 8, 1915» p. 889. 
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their misiise.^ Following these early measures, the 
country has gone more and more to the rationing 
system. According to the plan which prevailed 
during the latter part of 1917, food rations were 
generally fixed for the whole empire by the Imperial 
War Food Bureau, although in practice the rations 
apportioned to the civilian population varied greatly 
from locality to locality and were usually dependent 
on the local food supply.^ 

The growing food shortage forced other conserva- 
tion measures on the country. The war kitchen as 
an mstrument of war economy is now weU known 
both in Germany and in England. While other 
purposes were involved in their establishment, such 
as the saving of fuel, labor, and the by-products of 
cooking, they were adopted chiefly because of their 
prospective economies in the distribution of food. 
They were of notable value in the provisioning of 
the poorer portions of the population. A person 
who obtained supplies from a war kitchen was re- 
quired to surrender tickets to cover the kind and 
amount of food delivered to him. The rules on the 
ticket indicated the conditions under which the 
holder was entitled to receive food.' 

Numerous trying problems have arisen in con- 
section with the administration of the food pro- 
gram. It has been next to impossible to make 
a satisfactory distribution of the Umited supply 
among military, industrial, and agricultural classes ; 

^ Cool. Bcpt.> Mardi 9» 1015, p. 976. 

< Mb. Be?. Bo. Lab. Sta., Jan. 1018» pp. 01 ff. > 
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the problem of stimulatmg the sufyply ilrifapfe teittip^ 
ing the price has not been solved; it has beett iMp'^ 
possibk to devise any kind of regulation^viiiidh wc^^ 
compel the agricultural classes to bear thdr shaw il 
the burdens involved in food control. Mean^rib3(^ 
the shortage of feed raised problems as to the ^^ 
position of livestock ; slaughtering on a consideraMii 
scale would promptly curtail the supply of milk and 
fats as well as meat, and would otherwise affect 
the food problem. The following quotation revals 
an unexpected method of evading the regulations: 
** People now go out," said a report, "not merdy to 
buy but to steal food and to take it forcibly ; th^ 
have the effrontery to help themselves to standing 
field and garden crops, often long before these are 
ripe. The injury to the farmers and to our future 
supply is obvious.** ^ 

Recently, there has been some discussion of grad« 
ing food prices on the basis of income. This plan» 
however, was abandoned because it raised more 
problems than it solved. It was clearly recog- 
nized that the incomes and status of a considerable 
part of the population are constantly changing^ 
and that no price arrangement which attempt^ to 
adjust the payment for commodities to the scale of 
income could be effected with any show of justice.^ 

^ Mo. Rev. U. S. Bu. Lab. Sta., Jan. 1918, pp. 9lTff., cf ., aho^ ^ 
Beview for July 1917, pp. 66-09; Dec. 1917, pp. 99-101 ; Jaa. 1018^ 
pp. 91-95. 

* Ibid., p. 94 ; for a summary comparison of En^^ish, Crennaii» Uid 
American methods of food control see Bus. Dig.» Nov. 21, 1917, p. 800; 
O. B., Sept. 24, 1917, p. 5; Mo. Rev. Bu. Lab. Sta., Dec 1017»^ lOOl 



J - 







-i»>' 



WAB OOWraOL W foreign C»UlfIBII» 119 

As with other beI%er»itSt war control in G«r« 
many comprehends price and profit r^^uhition, con- 
trol of the flow of raw materials to the industries, 
and machinery for the adjustment of disputes be- 
tween laborers and employers. Shortly after the 
outbreak of the war, the Grerman Federal Council 
issued a!n order effective December 14, 1914, estab^ 
lijshing maximum prices for copper, scrap brass, 
scrap bronze, aluminum, nickel, antimony,, tin, and 
zinc ; and iron and steel were shortly added to the 
list.^ Later r^ulations brought all important mate- 
rials under price r^^il&tion. The war policy of course 
includes the requisitioning of important materials 
for government use. Other measures include the 
closing of non-essential establishments and the 
transfer, of their industrial energies to the produc- 
tion of war materials ; meanwhile, plants are com- 
bined under central management and raw materials 
are allocated under government directk>n to the dif- 
ferent factories. Indeed, much of the war organi- 
zation in Germany is probably designed partly as a 
reconstruction measure in order to put the country 
in a position to resume promptly its former peace 
activities. A feature of post-war industrial organ- 
ization will be, therefore, extensive state control 
over some of the most important economic activities.^ 

In the case of Ehigland, war control comprehends 

1 Com. Bcpt, Jan. 1^ 1015, p. 8S8. 

*nii^ May 19, 1017, p. 611 ; Oct. 85, 1017, p. 846; Jan. «, 1918, p. 
100; Maxdi 88» 1018, p. 1101 ; April 18. 1018. p. 851 ; June tQ, 1018; p. 
1116; July 16» 1018. p. i05. 
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the requisition of a number <^ products and tlnlr 
allotment to establishments for use in prescarftted 
ways» government purchase and distribution of s 
number of commodities, such as cotton, wocif amA 
leather, the control of capital issues, mobilization fil 
securities for the national use, and r^^ation of 
exchange transactions.^ Immediately after the out^ 
break of the war the government asstuned oontrd 
of the railroads and subsequently took charge of 
coalmines.* In short, as ^ oth^ count^^Tooii. 
trol has been extended to almost every enterprise of 
national importance. 

In meeting the labor situation governments every- 
where have been compelled to intervene in the re- 
lations between employers and workmen, both fw 
the purpose of maintaining industrial peace and for 
securing the largest possible productivity from in- 
dustry. With millions of men in military service^ 
labor for industrial purposes has become one of the 
scarce factors of production ; hence the need of en- 
couraging every man to work as hard as possible. 
In England, the solution of such problems presented 
peculiar difficulties. Not only is unionization mwe 
complete than in other countries, but the trades 
have become enmeshed in traditions which afe 
directly opposed to maximum effort on the part of 

^ For references to these measures see Com. R^t., May 9lfi» 1910^ 
p. 755; June 20, 1916, p. 1073; June 29, 1916, p. 1201; Dec. 9> 1^1^ 
p. 913; Dec. 18, 1916, p. 1053; July 3, 1917, p. 24; S^t. 20, 1917. p. 
1202; Jan. SO, 1917, p. 385; Feb. 2, 1917, p. 433; July 22, 1919. |^ t 
(Supplement) ; July 24, 1918, p. 806; Aug. 2, 1918» p. 488. 

* Howard, op. eit,f pp. 1 and 2, and 61 ff. .^ * 
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workmen. These customs were related not only to 
questions of wages and hours of work, but com* 
prehended minute regulations of all the relations 
that workmen believe are significant for their wel- 
fare ; but one of the most difficult of all to localize 
and combat was the issue as to ^^ what amount of out- 
put by different employees should be considiered a 
fair day's work, not to be considerably exceeded.*' ^ 
With the advent of the war, with its tremendous 
demands upon human energy, the policy of ** going 
easy" had to be suspended. This was one of the 
first war labor problems to be attacked in England. 
The Treasury agreement of March 1915 was to the 
effect that ^Hhe trade unions were of the opinion 
that during the war period the relaxation of the 
present trade practices was imperative, and that 
each union should be reconmiended to take into 
favorable consideration such changes in working 
conditions or trade customs as might be necessary, 
with the view of increa^iing the output of munitions 
or of war equipment.'' The unions made this 
concession on the conditions that any departure 
from their established rules was only for the period 
of the war, that all workmen who had joined the 
colors should have priority of employment after the 
war, that the rate paid to substituted laborers should 
be the same as would normally be paid to workmen 
engaged in similar work, that a record should be 
kept of changes from the pre-war conditions, and 

> Mo. Bev. U. S. Ba. Lab. Sta., Jime 1017, p. 828; Bulletin No. 887» 
U. S. Bo. Lab. Sto., 1^. 106 ff. 
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finaUy, that heiore any change was inaugwatod 
during the war the workmen concerned should be 
given notice and should be afforded an opportunifgr 
for conference among their fellows.^ 

The Munitions of War Act of July 2, 1915» 
amended January 27, 1916, and August 21, 1917» 
provided much of the machinery for labor rcigulation 
during the war. The provision designed to pre- 
vent the migration of labor from occupation to oc- 
cupation is contained in section 7 of the original 
act. Workmen in munitions plants, or in other es- 
sential industries, were required to obtain a leaving 
certificate on giving up their job.* Employers ware 
prohibited from accepting men without certificates, 
if the men had been employed within the past six 
weeks, or for any other time indicated by the Min- 
ister of Munitions, in munitions works or other, 
essential industries. In the event that workmen 
thought that employers unfairly refused to grant 
certificates, the issue was to be taken to a munitions 
tribunal, and either workmen or their representa- 
tives were permitted to present the complaint. 
Amendment to the original act shortly became 
necessary. It was difficult to interpret a number of 
ambiguous terms; moreover, many skilled work- 
men found that the provisions of the law prevented 
them from improving their condition by seeking 
positions elsewhere as skilled workmen, as foremen, 
or as instructors for the new industrial recruits* 

> Mo. Rev. U. S. Btt. Lab. Sta., June 1917, p. 828. 

* Ibid., d. alao issues of Sept. 1917, p. 127, and Nov. 1917, p. 68. 
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;^1qj^|e^ many curious anomalies developed as a re- 
folt 9f tibe qperation of the law ; it not infrequently 
lliil^^eiied that former miskilled workmen were able 
til MtA higher wages than skilled workmen engaged 
imim tl^ terms of the Munitions Act. The amend- 
Btedts w^re designed to correct these difficulties. 
9ii^ even with the changes, the act fafled to give 
fNltialRetion.^ The report of the Commission of 
liiqiiiry into Industrial Unrest, published about 
J|UlgU3t 1917, urged that the operation of the act 
was undoubtedly a serious cause of unrest. A par- 
ticuliur grievance was the section which restricted the 
lipFicnien's freedom of movement. The Commission 
«iivlEied that if the leaving certificate restrictions 
WfCxe sbdlished one of the chief causes of dissatisfac- 
Ijbll would be removed.^ The certificate feature was 
ciiiiyinated by an order effective October 15, 1917. 
;^Piemtfter, any workman engaged in the manufao- 
tipe of munitions was free to leave his position on 
g^]^ his employer a week's notice, or such other 
'WS$^ W was provided in the employment contract.' 
>>(^^,1^^ war regulations, the government 

i^^lgl^^PBe a certain amount of compulsion in dealing 
'di^0S(xik^ The Munitions Act, referred to above, 
'0^ff$-^t^^pSkm and lockouts ill^al and provides for 

arbitration. Another source of power is 

Mipe of the Realm r^ulations whidb make 

rt to strike, or rather an attempt to in- 

%$. Bo. Idb. Sta., limie 1917. pp. 821-8»; Nor. \WI. 
f^^lff. <IM({^ Dec 1917, p. Sa. 
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teflefe with the output of munitioiis of irail^fi ^ 
serious misdemeanor, punishable with very hm^ 
penalty/' ^ In order toj>reyent undue delays in tl^ 
settlement of grievances, the Minister of Munitions 
is empowered by the Munitions Act to presKsribe 
the time within which any dispute is to be reported. 
Tribunals are directed to make their award without 
delay, — if possible, within fourteen days after the 
case is presented. If the Minister of Munitions is 
satisfied that the award is binding on the majority of 
employers in a given industry, he may direct that 
the award shall be binding on any or all employers, 
or persons, in the industry, either without modi- 
fication, or subject to such changes as he may deem 
necessary. No workman engaged in the manu- 
facture of munitions may be discharged on the 
ground that he is a member of a trade union.* 

The effectiveness of the compulsory features of 
the Munitions Act has been called into question. 
It has been urged, for example, that ^'so far as the 
first of these powers is concerned {i.e., compulsory 
arbitration), it would appear that the existence of 
the powers has in a large number of cases prevented 
minor strikes from occurring. It is, of course, a 
truism to say that without the patriotic feeling of 
the workmen the act would have had no effect, but 
it is obvious that the act was possible only because 
it did represent something of the feelings of the 

^ Mo. Rev. Bu. Lab. Sta., June 1917, p. 821 ; Howard, op. eU^ p. St; 
Bus. Dig., Oct. 10, 1917, p. 71. 

> Mo. Rev. U. S. Bu. Lab. SU., Nov. 1917, p. 08. 
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people. Apparently the Muiiitu>ns Act was paased 
because the country was ready for the Muniti<ms 
Act, and was prepared to accept the prindpks 
which it laid down." ^ 

The machinery for shifting men from the less 
essential to the war industries was provided by the 
Department of National Service. In substance, the 
director-general of this service undertook to form a 
pool of male labor to be used both to replace men 
who ware withdrawn from the munitions and other 
important industries for military service, and to 
supply men from other sources to the war industries.* 
To accomplish the latter purpose two lists were 
provided, one of ** restricted occupations/' and the 
other of ** trades and occupations of primary im- 
portance.'' ' Laborers from the first group were to 
supply as far as possible the growing needs of the 
second. The plan also provided that, in place of 
a general appeal for volunteers for service in any 
work they might be assigned to, there should be a 
direct and special appeal to the various trades to 
administer the program of substitution through 
joint committees of employers and workmen in each 
organized trade. If the trade was not well or- 
ganized, the work was to be performed by local 
national service committees. The ** substitution 
volunteers" ware to be aDocated to the important 
industries by the substitution o£Scers of the national 
service. Rules ware established covering the trans- 

1 Mo. Ber. U. 8. Bo. Itb. SU., June lOlT, p. SSI. 
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f er of men from occupation to occupation, wig(% 
allowances for subsistence and travel, and for 0Q|9« 
of-work allowances.^ 

In Grermany, the war labor legislation is ooii» 
tained in the Auxiliary Service Act and in supple- 
mentary orders and regulations.* One of the pur- 
poses of these measures was to mobilize civil labw 
for war production. The law places great restric- 
tions on the movement of laborers and gives the 
military authorities large control over the whdle 
labor situation. Every male German citizen be- 
tween the ages of seventeen and sixty, who is not 
in service with the armed forces, is subjcKst to the 
national auxiliary service for the period of the war. 
This service includes employment by public au- 
thorities, in public institutions or establishments, 
in war industries, in agriculture and forestry, in 
nursing the sick, and in war organizations of all 
kinds. It was left to the War Office, in coSperation 
with imperial or state authorities, to decide to what 
extent the number of persons employed by public 
authority was excessive. Boards created tar the 
district of each general command, or for parts of 
such districts, have power to decide whether the 
occupation is important and to what extent the 
number of laborers employed exceeds the current 
needs. These boards are composed of a military 
officer as chairman, two higher state officials, — 
one of whom is from the factory inspection service, 

1 Mo. Rev. U. S. Bu. Lab. Ste., July 1917, pp. 25 £F. 
> Ibid., April 1918, pp. 89 ff. 
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— and two employers* and two workmen's repre- 
saitatives. A Board of Appeals is created in th^ 
War Office, likewise constituted of representatives 
of civil and military authorities and of representa- 
tives of employers and workmen. Persons subject 
to auxiliary service may be requisitioned for the 
national auxiliary service. As a rule, the requisi- 
tions operate first through a request for volim- 
teers, but failing this, persons may be called by a 
special summons in writing. According to the law, 
no one can give employment to a person subject to 
auxiUary service, who has been employed, during 
the past two weeks in any essential occupation, un- 
less such employee shows a leaving certificate indi- 
cating that he left the position with the consent of 
his employer. In the event the employer refuses to 
grant the certificate, the workman may appeal his 
case to designated authorities. The laws provide 
for permanent workmen's committees, whose func- 
tions are to promote good will among the men and 
between employers and workmen. These com- 
mittees are also charged with the duty of bringing 
to the attention of employers proposals, wishes, and 
complaints of workmen. The jplan calls for ar- 
bitration and for the enforcement of the awards. 
Persons who do not comply with the orders assign- 
ing them to an occupation, and employers who ac- 
cept workmen in contravention of the law, are sub- 
ject to heavy penalti^.' 
The French measures for the prevention of in- 

1 Mo. Bev. Bii. Lalh Sta., April 1018» pp. 80 ff. 







MB FB0BLEMS OP BECQNSlirDCTIOIf ■:^-^W-mm 



dustrial disputes are contained in a decree of ^^ 
Minister of War dated September 17, 1917.^ fto^ 
vision is made for permanent committees of arbitMp 
tion and conciliation, composed of an equal numbeir 
of representatives of employers and workmen. Jt 
the committee fails to reach a decision, an umpire 
is chosen; should the committee fail to agree cm 
the selection of an umpire, the Minister of War is 
to make the choice. Workmen may be placed imder 
requisition, or employers' establishments may be 
requisitioned, as the case may be, if the award is 
not accepted.* 

In a former chapter we discussed at some length the 
American war time foreign commercial poliqr. We 
may refer briefly to similar measures abroad. The 
principal considerations in establishing control are 
the shortage of tonnage, the necessity of giving 
priority to shipments of food and important raw 
materials for manufactures, the enforcement of 
economy in personal expenditures, and the need of 
speeding up the war industries.' Control, as in the 
United States, covers both imports and exports. 
In England, the authority for the restriction of 
imports is contained in the Customs Consolidation 
Act of 1876, which provides that **the importation 
of arms, ammunition, gunpowder, or any other 
goods may be prohibited by proclamation or by 
Order in Council.'* * War control over imports 

^ Mo. Rev. Bu. Lab. Sta., Jan. 1918» pp. 78-74. 

> Mo. Rev. U. S. Bu. Lab. SU., Jan. 1018, pp. 78-75. 

* Tariff Series No. 89, p. 8 (U. S. Department of Commeroe Plnbi)* 
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was inaugurated S^ytember 80, 1914, when restxie*- 
tions were imposed on commerce in sugar. Tlie 
r^pilations have been extended from time to time, 
until at present they cover hundreds of materiab 
entering into the commerce of the country.^ In 
April 1916, the Board of Trade organized the De- 
partment of Import Restrictions to administer the 
Ucensing system as appUed to imports. 

War control has occasioned great hardships to 
many British industries which were dependent on 
outside sources for raw materials. Some ameliora- 
tion of the rigors of the system has been obtained, 
however, by rationing of industries, which affords 
each establishment an opportunity to obtain a por- 
tion of the limited supply. By this system, the 
amount of the commodity imported in a particular 
year, or in a given period, is taken as the standard 
for calculations. Regular importers may receive a 
license to obtain a given percentage of their pur- 
chases for that time. **A simple plan for rationing 
is occasionally carried out through a representative 
trade conmiittee, which receives notice of the 
amount of goods allotted to the trade and attends to 
the distribution among manufacturers or dealers." ^ 

The earliest export measures were adopted under 

> Tuiff Saief» No. S9> op. ccf., pp. <^10; Daily Gxunilar and IVade 
Bept, Not. 80» 1014» p. MO; Com. BepU Feb. 17, 101<^ p. SffS; Fdb. 
10. 101<^ p. 080; Maidi 11, 1010»t»- ^^\ March 84, 1010, p. 1100; Jum 
5, 1010* p. 005; Dec 7, 1010» p. 8^7; Dec. 8, 1010, p. 015; Dec 18» 
1010» p. 1041; Dec til; 1010» p. 1105; Jan. 8, 1017, p. 81; Bus. 
Maidi 07, 1018, p. 414; O. B., July 0» 1017, p. 7. 

' Tkiiff Sofiei^ No. 80; 9fp* cU*^ p. 4. 
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the authority of section 8 of the Customs and %m 
land Revenue Act of 1879, and the Exportation nf 
Arms Act of 1900. An enactment of 1914 provided 
that royal proclamations **may be varied or add^d 
to by an order made by the Lords of the CouncS 
on the recommendation of the Board of Trade/* ^. 
As in the case of imports, the lists have been ex* 
tended from time to time, until a great variety d 
commodities is brought within the scope of regula- 
tion.* Recently, such goods have been grouped 
into three classes, namely. Class A, covering re- 
ports *Ho all destinations," Class B, **to all ports 
and destinations abroad other than ports and des- 
tinations in British possessions and protectorates,'* 
and Class C, *Ho all destinations in European and 
Asiatic Russia and in other foreign countries in 
Europe and on the Mediterranean Sea, other than 
France and French possessions, Italy and Italian 
possessions, Spain and Portugal, and to all ports in 
such foreign countries." • 

In order to prevent commodities from reaching 
the enemy. Great Britain also makes special arrange- 
ments with the neutrals. England also coSparates 
with her associates in the war in enforcing foreign 
trade regulations. By agreement with France, for 
example, ^^a British office in Paris grants licenses 
for shipments of French goods to the United Emg*^ 

1 Tariff Series, No. 89, op. cii,, p. 10. 

> Ihid., pp. lS-32; Daily Consular and Trade Kept., Oct 14» 1914» 
p. 242; Com. Rept., Feb. 15, 1915, p. 688; Jan. 8, 1918» p. 106; O. B^ 
Nov. 8, 1917, p. 4 ; Bus. Dig., Jan. 16, 1918, p. 102. 

* Tariff Series, No. 89, op, cU„ p. 18; Com. Kept., Jan. 10, 1017» p. 1. 
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doniy and a French o£Sce in London has correspond- 
ing powers. Not all goods are subject to this un- 
limited privilege of admission ; certain articles make 
up a list of reserved goods which are either pro- 
hibited or subject to a percentage limitation." ^ 
Before the entrance of the United States into the 
war, the British government recognized certain 
organizations in this country, such as the Textile 
Alliance, as agencies for the distribution of goods 
which Great Britain permitted to be exported to 
this country. With the development of American 
control such arrangements are unnecessary, because 
the home trade organizations operate under the ad- 
ministration of our own War Trade Board.* 

France also regulates imports and exports, and 
controls commerce with neutrals, by measures sim- 
ilar to those of the United States and Great Britain.' 
The original authority for such control is found in 
the laws of August 22, 1791, and of December 17, 
1814 ; an act of August 17, 1915, amplifies the provi- 
sions of these old laws to suit the new conditions.^ 

Early in the war, Grermany adopted the poliqy of 
prohibiting the export of commodities needed at 

^ Tariff Qmoh No. 80, op. cU,, pp. 5, 11. 

^Ihid.; Com. Bept, Jan. 14, 1915, p. 105; July 10, 101^ p. 158; 
O. B., Dec. 15, 1017, p. 8; Feb. 18, 1018, p. 2. 

* Cf . Marius Dujardin, La Bfelementation des Ezportatioiui et des 
Importations pendMit la Guerre, pp. 65-105; 118-122; 180-142; 152 
ff.; B. Pommefeidl, La Guerre iSoonomique C1014-1017), pp. 210-280; 
see Supplement No. 1 (1017) and Supplement No. 2 (1017) by the same 
author; see, also, Pomm^euil's La Guerre iSoonomique, 1014-1018, 
(ed. 1018), which brings the account of the regulations down to date. 

4 PommeveoiL op. mk (1017), pp. 48» 40 ; Dujardin, op, ec^, pp. 10-21. 
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home.^ The blockade^ to a laige extent, malcei jlMr 
port and export control uimecessary. Still» Ow^ 
many has trade with the surrounding neutrals, iiid 
trade with these countries is r^^ulated by measures 
which suggest the polipy of England and the United 
States. The foreign trade poliqr of Germany 
also includes agreements with neutrals by whidi 
she obtains desired commodities in exchange for 
important goods she has to offer, such as potash, 
coal, dyes, medicines, and limited quantities of 
iron and steel and machinery.* 

1 Com. Bept., Maich 94, 1915, p. 1192; Mardi 8» 191<^ p. 840. 
s a. WaU St Jour., April 8» 1918. 
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CHAPTER Vn 

ECONOMIC RESULTS OF THE WAR 

We are now in a position to study some of the 
leading economic results of the war. This task was 
impossible until we had learned something of war 
measures both at home and abroad, because indus- 
trial changes since the war began are largely an out- 
come of our efforts to prepare for the conflict and 
make it successful. One group of results, therefore, 
is the direct outcome of war control. But there are 
other consequences of great importance not imme- 
diately related to war regulations. Industry every- 
where in the world has been disturbed. Our study 
in this chapter, therefore, must refer to two groups 
of results, namely, those growing out of war policies, 
and those developing from other causes. Recon- 
struction, it may be said, is necessary because the 
war has produced abnormal conditions. An un- 
usual situation exists, and it is the purpose of re- 
construction policies to restore an effective peace 
organization with as little friction and loss as pos- 
sible. 

No doubt one of the first features which im- 
presses the reader is the change of relation between 
the government and industry. It is obvious also 
that labor, capital, and industrial organization have 

213 
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come in for their share of the war's disturlMNttAfe \ ^ ^ 
Foreign trade relations, also, have been sm^ii|f^ 
affected ; and finally, a result that is apt to 
our attention is the effect of the war on ii 
development in countries not engaged in the cdlH 
flict. Reconstruction problems arise in all these 
fields. We may study the results of the war in tte 
order just named. 

In the previous chapters we have shown that 
governments are taking a much more direct and 
active interest in industrial affairs than evar be- 
fore. Almost every enterprise that might affect 
the war program is watched and controlled. This 
is not intended as a criticism of government inter- 
vention. As the administrators have frequently 
pointed out, the abrupt disturbance of industriid 
life by the war has affected the functioning of 
economic forces. They are still at work, but they 
produce different results under abnormal conditions. 
It takes time to establish a new equilibrium; butt 
during the war period, we cannot wait for the 
uncontrolled adjustment to take place; henoe ti^ 
need of control. This is the justification of govern- 
ment intervention in economic affairs during the 
war. Granted the value of control as a war policy, 
the fact must not be overlooked that the results 
which flow from it create one of the greatest of the 
after-war problems. 

One of the most obvious results has been the 
strengthening of the position of those who f avw 
closer government control over industry as a {ler- 
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manent policy. They can say now that a vast or- 
ganization has been built up, that it is in full opar- 
ation, and that it has met with measurable success. 
We do not have to look far for an illustration. In 
the now well-known report on reconstruction by the 
sub-committee of the British Labor Party it is urged 
that *^the members of the Labor party, themselves 
actually working by hand or by brain, in dose 
contact with the facts, have perhaps at all times a 
more accurate appreciation of what is practicable, 
in industry as in politic^, than those who depend 
solely on academic instruction or are biased by great 
possessions. But to-day no man dares to say that 
anything is impracticable. The war has scared the 
old political parties right out of their dogmas, has 
taught every statesman and every government of- 
ficial, to his enduring surprise, how very much 
more can be done along the lines that we have laid 
down than he had ever before thought possible." ^ 
Nothing could put the point clearer than this. Any 
one who wishes to return to a semblance of the old 
order finds the burden of proof resting heavily on 
his shoulders. That government control is here, 
and that it works, is a long sharp sword in this 
scabbard of arguments. Elsewhere the report con- 
tinues: ^^Meanwhile, however, we ought not to 
throw away the valuable experience now gained by 
the government in its assumption of the imp(ni;a- 
tion of wheat, wool, metals, and other commodities, 
and in its control of shipping, woolen, leathcar, 

^Quoted from "^New BfepiibG^'* XIV, No. 178» pt 11, pp. 8-4. 
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dotliiiigt boot and shoe, milliiigt^ batdag, tnil^^ 
and otber industries. . . . The people wffl 
extremely foolish if they ever allow their imiSiika^ 
pensable industries to slip badk into the unfettaEiH 
control of private capitalists, who are, actually §^:, 
the instance of the government itself, now rapidi^ 
combining, trade by trade, into monopolistic trustoi» 
which may presently become as ruthless in tbeii^ 
extortion as the worst American examples/' ^ 

To those who have long advocated dose goven* 
ment control as a permanent poliqr and who $xe 
loath to see the present measures relaxed, theie 
have been added large numbers of converts who were 
dissatisfied with the system as it existed before the 
war, and who are willing to give the new policgf 
further trial. It needs no clairvoyant vision to 
foresee that this particular outcome of the war has 
provided a plank for some party platform, if not the 
platform itself. It is not necessary to reiterate the 
argument that the war has engendered in manj 
people a new frame of mind, in which the wish to 
continue government control is one of the dominant 
characteristics. That we have not discussed these 
matters to any considerable extent in the United 
States is due to the fact that we have not as yet 
given serious thought to our after-war problems. 

Besides those who favor the present methods of 
regulation as a permanent institution, and who have 
found in the war the occasion for urging this poliigr» 
there are others who advocate the continuance of 

1 Quoted from "^ New BepuUk^" XIV, Na 17S» pt 11, p. 0. 
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some measure of control during the recoBstruetioQ 
pmod. In a former dbapter we referred to a bill 
before the English Parliament proposing to extend 
the present import regulations for three years after 
the war.^ This demand for deviation from the old 
policy is due to the commercial disturbances result- 
ing from the conflict. The purpose is partly to 
prevent ** dumping" of commodities on the English 
markets, partly to protect some of the new industries 
against foreign competition, and partly to tide the 
country over the uncertain period after the conclu- 
sion of peace. The question is raised whether this 
does not constitute the entering wedge for a new 
commercial policy in which import control, and later 
possibly the r^^dation of exports, is to be used as a 
weapon of defense, analogous to protective tariffs. 
Such measures would be easier to administer than 
customs duties, and would have a more immediate 
and far-reaching effect. If this is the ultimate out- 
come, the war will have given us a new system of 
foreign trade control. 

Again, in the United States, serious consideration 
has not been given to such matters ; but the adop- 
tion of this plan abroad would disturb the freedom of 
economic intercourse and possibly make necessary 
a similar policy in this coimtry. At any event, 
there is good reason to believe that the continuance 
of foreign trade r^^dation will find supporters in 
America. In fact, some of Mr. Hoover's argummts 
urged in favor of the inauguration of the food plan 
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will be valid for the reconstruction pefiodv : 
will be true of his plea that '"the old dirtriNihiK 
safeguards are torn away by isolation from liM 
reciprocal markets abroad/' and that the free fa^\ 
port market has been extinguished.^ Indeed^ Wt 
may forecast fluctuating prices due to the unuraa) 
demand of European countries for our products^ 
the existence of *^wide margins of profits'* among 
all grades of producers and distributors, and posribly 
the continuance of large scale foreign govemm^t 
buying.' Free and open competitive markets may 
not exist again for some years. Moreover, wh^i it 
is considered that the machinery for foreign trade 
regulation is already in existence, and that the public 
has been trained to the new methods, it can be ua^ 
derstood that the advocates of continued control 
have a substantial basis of argument. 

Not only have the war measures given many 
people a new attitude towards government control^ 
but they have also resulted in the building up of a 
great industrial war organization. In view of our 
discussions in former chapters it is not necessary to 
do more than summarize what has been accomplished 
in this field. Nor is it necessary to argue that all 
of this is new to our experience and much of it is 
foreign to the spirit of our institutions. However, 
it is a war-created necessity. The program is pro- 

^ Ct, ante, p. 96. 

> Com. Rept., Dec. 27, 1917, p. 1177; Jan. 10, 1918, p. 116; Fdb^ |^ 
1918, p. 442; May 16, 1918, p. 611; June 29, 1918, p. 1226; July 6 11^% 
p. 66; July 16, 1918, p. 205. 
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fessedly an emergency arrangement, and it has been 
adoptCKl as such.^ But this implies the task of get- 
ting rid of it. This explanation indicates one of 
the fields in which reconstruction must take place. 
By way of summary it may be said that a great war 
establishment, designed to regulate every kind of 
activity that may have any bearing on the success 
of the war, has been superimposed on the peace 
organization. Because of the intricate nature of 
industrial relations, there is scarcely an industry 
which has not been affected in some way by this 
control. The new organization includes regulation 
of prices of a vast number of essential commodities, 
fixing of profit margins, regulation of the flow of 
goods to consumers, arrangements by which a def- 
inite order of consumption is established for many 
commodities, measures for the promotion of econ- 
omy, rigid repression of some industries and en-* 
couragement of others, the control of investments 
and of foreign commerce. Control thus includes 
foodstuffs and fuels, and implements necessary for 
their production, railroads, telegraph and telephone 
lines, shipping, the regulation of the supply of un- 
skilled labor, and tribunals for the settlement of 
disputes betweai employers and laborers. So vast 
is this program, and so rapidly are new elements 
added to it, that the organization can scarcely be 
grasped as a whole, and the significance of the 
changes constantly escapes attention. We have al- 
ready shown that this control is a worid-wide 

^Cl. €liap.L 
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phenomenon.^ The problems gcowmg ond^ 

therefore, axe not peculiar to the United 

It follows from this that our plana f w 

must consider changes both in this country 

abroad. \M 

What we have just said refers principally t^ tlbi 
machinery of control. It ib impossible to m^im^ 
stand the results of the war without observing tihl| 
machinery in action. Boards, commissions, aii4 
committees are only devices for the accompUshmest 
of certain industrial aims. They are, indeed, a 
new kind of organization, but society is most af** 
f ected not by the creation of new machinery, but by 
its products. Unfortunately, we have no way €i 
ascertaining now in any adequate way what these 
products are. In fact, war control is constantly 
producing new results. However, it is possible to 
suggest in a general way what some of the dIFeets 
of regulation are. 

No part of this machinery is destined to produce 
greater economic results than that which r^n^l^tes 
priorities and capital issues. This, in fact, is the 
process designed to stimulate the transformation 
from a peace to a war basis. The effect of these regu* 
lations is to divert investments and materials into 
industries which serve either war purposes or great 
national interests. Certain groups of activities, are 
purposely stimulated, others are purposely depressed* 
Many illustrations could be given. The large war 
demands for steel make it necessary to rigidly fe>^ 






1 Cf . Chap. I. 
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strict the manufacture of many kinds of tools, 
machines, and hardware* A study of some of the 
priority and conservation measures of the War 
Industries Board gives a dear idea of the effects of 
these regulations.^ In July 1918, it was announced 
as one of the results of an investigation by the Con- 
servation Division of the Board that it was found 
advisable to discontinue the manufacture of Up- 
wards of SOOO types of agricultural implements. 
This was a conservation measure with several ob- 
jects m view, but the most important was saving in 
the consumption of steel. The result was the con- 
centration of manufacture on a relatively small 
number of types and the elimination of all the rest.* 
This is not an isolated case. Other notable cases of 
limitation of output are found in such great indus- 
tries as the manufacture of automobiles, and the 
production of building materials, and of course the 
erection of buildings which do not now serve an 
important national purpose.' Besides the effects of 
the regulations on manufactures, the limitations on 
the use of materials and funds cause a postponement 
of many public utility works and other enterprises 
of a public character which are not now of a press* 
ing social need. 

Deprived of funds and of necessary materials, 
many of the less important industries are in serious 

^ O. B., June 7, 19I$» p. 1 ; June 84» 1918» p. 1%; July 81, 191$» pp. 
9-l«. 

> IM2., July ie,.191$» p. 18. 

•Wall St Jour., Maxcb 11, 1918; Apnk 4. 1918; A^ 9, 1018; 
11, 1918; Mty 8, 1918; Msy 4, 1918; Biay 9, 1918. 
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straits. Not only axe their markets s^rioipQf :|ip^f|v V^^ 
fected, but their equipment is deterioratii^t iblll 
standards of efficiency are reduced, and their wii^ 
ing force is being disorganized, lliis presents ibl ^ 
picture of that great group of industries whidi dte 
not serve a war purpose. The other picture €tm 
must be compared with it portrays the phenomesMl 
development of those industries which are producing 
the most essential commodities. Provided as abiin* 
dantly as our resources will permit with labor, f undb, 
and materials, they are experiencing rapid growth. 
In many instances they are equipped with spedal- 
ized kinds of machinery and supplied with labor 
trained in particular ways; they have built up 
great organizations which are serving the peculiar 
needs of the war. Thus the machinery of control 
accomplishes its purpose of assisting industries in 
'Agoing over" to the war basis. The reorganization 
of this great structure constitutes one of the gravest 
of the after-war problems. Whether this is to be 
done under the direction of the Government, ot 
whether industries are to be permitted to make the 
readjustments without the intervention of the 
State, is one of the most important reconstructioai 
issues both in America and abroad. 

War control has both stimulated and directed an 
industrial transformation that would have takes 
place unaided. But other industrial changes <rf 
considerable moment have occurred which are WO/k 
directly due to government direction. These *» |! 
partly the result of the demand for war niateriaii^ ^S 
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and partly the consequence of economic slufts made 
necessary by the stoppage ot old sources of supply. 
The upshot of this development is the growth of 
some enterprises that were formerly of small im- 
portance, and the creation throughout the world of 
certain new industries. The demands of the war 
have given a great stimulus to the production of 
tungsten, molybdenum, vanadium, mercury, alumi- 
num, sulphur, and potash, of a number of vegetable 
oils, and of certain kinds of chemicals; the pro- 
duction on a large scale of chemical porcelain and 
heavy chemicals in the United States, and of dye- 
stuffs and toys in this and other countries is one 
of the results of the war's disturbance.^ Many 
substitutes of more or less permanent value result 
from the same cause.* Considerable amounts of 
capital have been invested in these new industries, 
and workmen trained to new occupations, ^es- 
tions will arise as to whether it is worth while to 
preserve such enterprises by some measures of 
control or protection, or whether they should be 
left to the fortunes of post-war competition. Sim- 
ilar issues will be raised in connection with the 

1 Daily Con. and Trade Bept., Oct. 22» 1914, p. 896; Dec 14, 1914, 
p. 1150; Com. Bept., May 6, 1915, p. 609; Jan. 8, 1917, p. 28; Dec. 
90, 1916, p. 1060; Jan. ^ 1917, p. 90; Jan. 15, 1917, p. 180; Jan. 84, 
1917, p. 814; Jan. 89, 1917, p. 871; Wall St. Jour., March 18» 1918; 
Bus. Dig., S(^. 19, 1917, p. 1487; Sept. 86, 1917, p. 1551 ; Oct 80, 1917, 
p. 885; Nov. 88» 1917, p. 408; Dec. 86, 1917, p. 578; Jan. 16, 1918^ 
p. 98; Jan. 88, 1918» p. 186; Feb. 6, 1918. p. 181; March 18, 1918, p. 
846; March 80, 101^ p. 866; MtaA 87, 1918, p. 405. 

> Com. Bept., Jan. B, 1917, p. 89; Jan. 10, 1917, p. 10; Jan. 11, 1917, 
p. 180; July 18^ 1918» p. 161 ; O. B., April 87, 1918, p. 5. 
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production of air crafts, shipbidldiDg, ocar^iiKl 
of raw materials, chemicak and expkm^^^ 
countries, possibly, will attempt to retain 
the ind'ustries developed by Jtbe war, and tl^ 
lem will be presented of finding domestic and toilt^ig$, 
markets for the output. 

War control is destined to affect the future «! 
many industries in another way. With many cMk^ 
modities, the enforced limitation on consumptlm 
has only checked the demand for the time bemg, '"■^ 
a result comparable to the confining of a running 
stream behind a dam. It is 'probable, for exampfe, 
that the restrictions on the manufacture of mas^ 
kinds of tools and implements will result in a cumu« 
lative demand in the future. This may also be ti^ 
case with the great automobile industry, wha^e 
thousands of people have been forced to forq{ii 
ownership sheerly because of the restriction of the 
supply, and where thousands of others whose cars 
are wearing out will demand automobiles. In a 
numbcsr of coimtries the emergencies of the war 
have caused rigid restriction of building operations, 
— except for war purposes, — with the result that 
the building program has not been able to keep 
pace with current needs.^ This demand must be 
met promptly after the war. Of more importance 
is the effect of the war on the world's stock of es« 
sential raw materials. The success in converths^ 

^Com. Bept., Nov. 17, 1917, p. 657; O. B., April 12, 1018, p. t; 
Bua. Dig., Jan. 16, 1918, p. 77; Feb. 6, 1918, p. 187; April 10, lO;^ 
p. 480; May 15, 1918, p. 649; O. B., June 24, 1918, p. S. 
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back from a war to a peace basis will deprad to a 
large extent upon the rapidity with whidi the de- 
pleted stocks are restored. In some countries, 
special committees are studying this phase of post- 
war problems.^ 

No element of economic life has expmenced 
more significant changes than labor. Great shifts 
have occurred here as in other departments of in- 
dustry, for the reason that one of the objects of 
control has been to divert laborers, as well as funds 
and materials, to the most important uses.* Some- 
times this process involved only the transfer of 
skilled workers from one plant to another where 
they followed the same trade ; but frequently the 
shift made necessary the training of men for new 
occupations. Such was the case with shipbuild- 
ing, and in the production of air crafts, munitions, 
and certain kinds of tools and machines. Besides, 
it has been necessary to train many additional 
workmen for some of the old machine trades, for the 
reason that the present supply was not adequate 
for war production. The significance of this change 
is that hundreds of thousands of workmen have been 
given special training in some industries far beyond 
the needs of peace production. The supply of this 
grade of labor after the war will then greatly ex- 
oeed the demand, with no possibility whatever of 
equalizing the two elements. Another, perplexing 

^ Ccmi. B^t^ Dec. 88» 1017, p. 1194; Maiidi 6, 1918^ pp. 854 ff.; 
Bos. Dig^ Dec. 8e» 1917, p. 561. 
^GtOMp-IV. 
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problem for post-war solution arises fiNNOi HiM 
that many workers have been raised bom 

means for wages, standards of living, and impgomsM. 
outlook for themselves and their families. Idhifv^.^ 
return of such men to the unskilled group wouM lii^^^ . 
a social loss. Nor will they permit a depresi^m of j^§; 
their present standards without resorting to ti^'^fv 
customary methods of resistance. A more obvimift 
result of the war is the increase of wages for all daimes 
of laborers. In many instances the increase has 
been only nominal, because the cost of living has 
also advanced ; but a survey of the industrial fi^ 
would probably reveal the fact that many wcHrk* 
men are actually better off now than in 1914. It 
goes without saying that no post-war policy which 
fails to take into accoimt the effect of the prospeo^ 
tive changes on this group will avoid the evild of 
labor unrest. The mere mention of the efFect df 
the withdrawal for military service of several mil* 
lion men, of the introduction of a large numbar of 
women into industry, and of the employment of 
thousands of persons in the war organizaticm o| 
the government, suggests readjustment probleoo^ 
which must be solved promptly upon the condujiliip 
of the war. ^ 

It can scarcely be maintained that the war haa 
established anywhere in the world a new prmeqple 
governing the relation of labor and capital. It Jw 
true that in some cases governments have ttlkis^^y--'^ 
over certain industries, but usually this has feiSft ?: v^^ 
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done with the expressed or implied promise to re- 
turn the properties to the owners after the war.^ 
Thus there appears to be no intention of establish- 
ing collective ownershq>. On the contrary, the war 
labor problems have been worked out chiefly on the 
basis of the maintenance of the wages system. 
Here, also, it is not dear that the war policies promise 
anything permanent in promoting a better spirit of 
cooperation between labor and capital. Uninter- 
rupted work is mamtained by bringing great pres- 
sure to bear on all parties, and this, no doubt, re- 
quires considerable sacrifice for every one con- 
cerned, — to employers, because they fear that they 
will be forced to lose groimd in their contest with 
labor, and to laborers, because they are unable to 
exploit the present emergency to gain additions to 
their status. For another reason the policy of con- 
trol does not offer anything permanent; it has not 
met with unqualified success.' Where it works, the 
patriotic motive has been the strongest of all in- 
centives. There will be no occasion for an appeal 
to this sentiment after the war, with the result 
that the problem of industrial relationships will 
have to be worked out on its merits with due 
regard for the interests of labor, capital, and 
consuming public. 

It IB true, as we have indicated in a former chapter, 
that the war labor administration has appar^itly 
strengthen^ the position of the unions by giving 
suppwt to the prindples of collective bargdning 

*Ct.aal$»p.in. * €!. afil0» p. 188. 
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and the right of the men to ovgaiUM.^ mll^ 
ultimate outcome of this poliqr is veifed iilll^^ 
tainty. For the unions, it may turn out to iiil1p| 
two-edged sword which may cut for or against tibMi^ 
Since employers are not required to reoogtili 
imions, but only to bargain collectively wiiJi mit 
within their establishments, the war labor pqficiil 
may mark the b^inning of a system of shop oft* 
ganizations quite independent of the hatget vamm^ 
and having very little in common with them. Snili 
development would weaken the influence ci tb& 
greater imions. This result, however, is. pure ooii«^ 
jecture, because no tendency in this directicm caa 
be noticed at present. Whatever the outccmie of 
the war labor policies may be, the relations of labot 
and capital should be given particular study, wheasi 
the time comes to consider the questions of induft^ 
trial reconstruction. This will be necessary for tw0 
reasons : it will be in the interest of efficient pro* 
duction, because the lack of understanding betweM 
employers and men promotes the drift of laborers 
from occupation to occupation, lowers the prodiie* 
tivity of the men, and makes for industrial unrei^ 
with all its unfortunate consequences. In the 
second place, if sharp competition is in prospect la 
the future, the coimtry with most satisfactory la|ii@# 
policies will have the best chances for success. 

In another field, the results of the war may Ipi 
learned with greater certainty. While industlilli 
combination and government regulation of big bm|t 
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ness are matters of several decades of experience, 
the war promises to yield new developments in 
both these fields. Two results may be noted : first, 
the doser cooperation between government and in- 
dustry, and second, a new movement in the direc- 
tion of combination. These changes are almost 
world-wide phenomena. Whatever may have been 
the former attitude of our government towards 
business, during the war, at least, the policy of 
disrupting the large organizations could not be 
followed. The country needed all the support it 
could get from the large units ; thus the war policy 
has been, on the one hand, to suspend most of the 
prosecutions of combinations,^ and on the other, to 
encourage closer cooperation within given indus- 
tries. The demands of the war made the latter 
policy necessary. In making surveys of industrial 
resoiurces, in fixing prices for government purchases, 
in distributing orders among plants, and in en- 
forcing the regulations, it would have been impos- 
sible to deal with industries as separate entities. 
The most effective method was to call together the 
representatives of the groups, and with their aid ac- 
complish the results just named. Cooperation was 
necessary for another reason. It would have been 
impossible to secure economy in men and materials 
by dealing with the industries separately, for it was 
unreasonable to expect that the managers of a given 
enterprise would have been willing to make sacri- 
fices unless they were assured that similar sacrifices 

1 Bus. Dig., May 8» 1918, p. 618. 
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were made by others within thebr group, 
cording to the Chairman of the Commefcial 
omy section of the Council of Natacmal 
''It must be realized that business men in any #|||i 
field must join in the common dIFort, because WBi^^ 
competitive conditions it will naturally be iBqpMl^ 
sible for one merchant to economise exteiisivd|r 
without giving his competitors an unfair advai^ 
tage/' ^ A third need for cottperation betWMtt 
government and business developed out of theadU 
ministration of import control. The apportionment 
of a limited supply of raw materials brought in 
from the outside, and the enforcement of mten 
covering the use and distribution of the finished 
products, could best be accomplished by the induSf** 
tries themselves. Thus there developed the poliqy 
of pooling a limited supply, and of apportionmeilt 
among the plants in rough approximation to their 
capacities. This is accomplished by the oomr 
mittees composed of representatives of the indoi^ 
tries under authority of the Government.* 

This movement in the direction of closer assoeii^ 
tion among business units for coSperation with thi^ 
Government began shortly after this country en^ 
tered the war, and has continued, largely under ikm 
direction of the Chamber of Commerce of tbi 
United States, imtil all the important industl^i 
possess an organization.' There is a differenceyfif 
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» O. B., May 12, 1917, p. 5. « Cf. ante, p. 1«0, .^, .. .■„ 

•0. B., May «4, 1917, p. 8; June 7. 1917, p. 3; June 21. 1911^ J^^jj% 
June «5, 1917, p. 8; June 99, 1917, p. 1 ; July 18, 1917, p. «; o^-^'^-'-^^^^ 
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course, between such associations and others that 
in times past have been declared unlawful under our 
anti-trust statutes. In the present case, there is 
no question about conspiracy, monopoly, and re- 
straint of trade. The purpose of these organizations 
is the accomplishment of certain ends desired by 
the Government, and incidentally the promotion of 
the interests of the trade.^ But the significant fea^ 
ture is that it is left largely to the representatives of 
the industry to see that the regulations are made 
eflfective. There is a promise in this develop- 
ment of a new attitude of Government to industry,, 
wherein the relation will be characterized by a 
spirit of cooperation rather than by dissociated 
regulation. 

In the case of business combinations, the results 
of the war are more marked abroad than in the 
United States. Both the occasion and the in- 
centive for further growth of this movement are 
lacking in this country. Here, many of the essen- 
tial industries are already organized on a huge 
scale, and in the case of the less essential industries, 
the uncertainties surrounding production tend to dis- 
courage combination. NeveHJieless, there has been 
some progress in this direction, notably among 
banks, which are apparently preparing for after-war 

1917, p. 8; Sept. 14, 1917, p. 1; Sept. 26, 1917, p. 8; Sept. M, 1917, 
p. 1; Oct 4, 1917, p. 1; Dec. 1, 1917, p. 8; Dec. % 1917, p. 1; Dee. 
15, 1917, p. 8; Jan. 7, 1918, p. 1 : Feb. 18, 1918. p. 8: May 1, 1918, 
p. 5 ; June 18, 1918, p. 8 ; Bus. Dig., Oct. 17, 1917, p. 188 ; Dec 18, 1917» 
p. 495; Jan. 80, 1918, p. 168; Apr. 84, 1918, p. 549. 
> CI. auk, p. 151. 
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oommerce, and among some manuf acCureis 
chants, who have availed thenuselyes oi the 
port trade act.^ In the European ooimtfiii 
reason for combination is found chiefly in 
sire to prepare for post-war ccmipetition. Thi^tsm^:;:; 
for England has been presented as follows: ^'i^M, 
financing of our industries (after the war) wiU h^i 
immensely facilitated by trade organization. Dui*' 
ing the war we have seen our productive indiurlsriNs 
organized on a large scale and under the control dt 
the State. Both organization and control weiil 
forced upon us by the war. As regards State eon* 
trol, I hope and believe the necessity for it is teak« 
porary. As to trade organization, I firmly believe 
that the necessity for it will remain after the war. • • * 
The day of small industries on individual lines is 
gone. Our manufacturers and traders must organs 
ize for imited effort. This will have the closest 
bearing on questions of finance. An unstable, ilH* 
organized industry is the despair of bankers. I have 
confidence in stating that an industry organized on 
large lines has seldom lacked financial support in 
this country, and in spite of the financial string^ic^ 
we shall doubtless have to face, it is not likely to 
suffer in the near future/* ' 

English banks seem to be in the van of the ccaie^ 
bination movement. We may glean from the 6%^ 

*Cf. Com. Bept., Aug. 19, 1918, p. 659; Wall St Jfoiir.» 1|«^ % 
191S. Note, in this connection, the combination of the taqpaNsn 0ai0. 
panies. The taking over of the railroads virtually amounts to OQsdHlli|«^f^^ ' 
tion under government contnJ. // If )/^^ 

s 0. B., Jfan. 9, 1918» p. 8. 
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pressions of the financkrs that this is a step m the 
direction of preparedness, for upon the credit in* 
stitutions will fall the great burden of providing re- 
sources for the reconstruction of Englisdi industries. 
The bankers are undoubtedly keeping an eye oa 
similar developments in Germany, and at the same 
time are preparing for the financing of English 
trade and industry after the war.^ The results of 
English combinations during the past year may be 
summarized in the statement of deposits of the five 
leading English banks: London Joint City and 
Midland, with deposits amounting to $1,459,950,000 ; 
Lloyd's, with $1,480,751,000 ; London County, West- 
minster and Parr's, with $1,070,800,000 ; Barclay's, 
with $1,081,698,000; and National Provincial and 
Union, with $875,970,000.* This development has 
not taken place without opposition and without 
serious thought on the part of the English public. 
There is some fear of a "money trust.** Mean- 
whfle, opposition has been notably strong on the 
part of the discount houses, which desire as broad 
a market as possible for commercial bills. Banking 
combinations seem to meet with approval wh^re 
they "secure an extension of area, or where de- 
signed to secure important new facilities for the 
public,** but they are not approved when they pro- 
vide "no better facilities, but simply give pre- 

1 Com. Bept., June 25, 1918, p. 1157; Wall St. Jour., Maicli 15» 
lOlS. 

> Com. Bept., Aug. 15, 1917, p. 606 ; Nov. 84, 1917, p. 764 ; Dec. 29, 

1917, p. 1006; Fdb. 1, 1918, p. 417; Manli ft, 1918, p. 804; April 1, 

1918, p. 1; June 85, 1918, pp. 1156-1157; Aug. 9, 1918, p. 586. 
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dominance due to size." ^ A oommittee ajfii^i!^ 
by the British Treasury on Maidi 11» 1917, I^Qfllmi 
in favor of a ^'statutory committee rqxre8eiil|i^p||t 
Treasury Department and the Board of I^Nm 
which should have the power to approve or d|M|i^: 
prove proposed amalgamations." ' v.r4y'\ 

Combination is also going on in industrial fidkii^ 
Indeed, this policy has been urged upon indua^riei 
by some representatives of the Government.* M 
report from the American Consul at Birmin|^iam» 
dated September 19, 1917, makes this point dew : 
** * The policy of the Board of Trade, after investi- 
gating the question,' he said,^ * was that if Britilh 
manufacturers were going to increase their expeg^ 
trade after the war, if they were even going to i9-> 
gain the trade lost, it was essential to get togethfr 
in some sort of a trade combination. They weM > 
prepared to face the question of trusts or combiacii^ 
If they were to make a stand against combinatiopi 
in other countries, it would be necessary for them li^ 
adopt methods somewhat similar to those wUkdi 
were employed abroad.' " ^ Another govemmenl 
representative ^ announced at the same time tlm^ 
*'ihe department had instructed him to take ^jbepi ; 
which would assist the formation of a trade t^|M)«* 
ciation of brass masters. The form of the ooittt^ 

* ' "*' . • ■ 
> . « * " ,- 

1 Com. Kept.. June 25, 1918, p. 1156. « Ibid. 

• New Republic XIV, No. 172, pt. 11. p. 9. 

^Mr. L. A. Paish, representing the Department of CommfiBrifl^ l^ ^' ^ ' ■ r^'^: 

tdligence. '' v.'';t-%?;.';^' ; 

» Com. Kept., Oct. 11, 1917, p. 148. \^vV^i}f jflMi 

* Mr. C. Hamilton l^ckes, British Trade Commisnoner in Caiii|i#V 
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bination — the cartel or the full merger type — was 
a matter for themselves. If they were to live in 
the trade after the war, against the organi2sed com- 
petition of Grermany, America, and Japan, it was 
essential that they combine. If they did not com- 
bine they would go under.'' ^ The advantages of 
combination, as seen by these men, were standard- 
ization of products, elimination of many types, 
systematic investigation by the organization of 
**any definite market they wanted to attack,'' and 
the power afforded to *Mump" products on foreign 
markets.^ On May 8, 1918, our Consul at Bir- 
mingham announced that **the brass trade has also 
drawn up a project for the establishment of the 
cooperative principle, the object of which is to set 
up a central buying organization and also a cen- 
tral export selling agency. The scheme has met 
with unanimous approval among those connected 
with the industry."' A part of the plan of the 
proposed association was to provide machinery for 
the settlement of labor disputes '*on a wider basis 
than has been the case in the past." ^ Workmen's 
associations were cooperating with the brass masters 
with this end in view. 

The war has stimulated another type of cooper- 
ation among the English steel producers. Great 
Britain was formerly dependent on Germanji^ for 
supplies of tungsten. In order to provide t&csilr^ 
selves with an independent source of supply, upwards: 

1 Com. Bqf>U Oct 11, 1917, p. 14S. *IW. 

« /ftui., June 1, 1918» p. 8S0. « 
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of thirty of the hutgert British steel mmax 
fofmed a company kBOwn as the Hle^ Speed: ,>,,j,.^pn^^^^:-. 
Alh^ (Ltd.) with a view to esqiloitiiig the rewHMil^jv^^ 
of some of the Dominions. Permanent hdx»atoiiit C 
were established at Tavoy, Burma, and the maiiMI^ ^ 
faeturers proposed the erection of a plant to refiiii^ 
the minerals.^ Even closer co(^>eration is in pi09<^ 
pect for the steel industry. In the early part of 
1918, the United Steel Companies Limited wm 
formed, embracing a number of formerly indq>eiid- 
ent enterprises. The American Consul at Sheffield 
announced on April 11 of this year that '*it is the 
general impression in Sheffield that the preseiit ^ 
combination is only the nucleus of a much larger 
combination, which will ultimately embrace rolling 
mills and allied trades generally.'' ^ In a measure, 
the prospective economies are the inviting causes of 
the movement, but many British manufacturers 
foresee the necessity for combined action both to 
strengthen the industries during the reconstruction 
period, and to regain their markets abroad in com- 
petition with the large establishments of foreign 
countries. Combinations have taken place in a 
number of other industries, not the least interest* 
ing of which is that of the London milk dealets^ 
composed of many of the large limited companies^ 
several smaller ones, and many private concems^^ 
>f||^ ^capital is upwards of $20,000,000. The cood^ 



» » 



1 Com. Kept., Jan. 3, 1917, p. 23; Jan. 29, 1917» p. 871. 
s Ihid,, May 9, 1918, p. 536. 
• Ihid,, Nov. 2, 1917, p. 456. 
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bination is due chiefly to the exigencies of the irar* 
Thus, the need of saving labor and capital due partly 
to the British regulations, economies in deliveries, 
the diflSculties involved in apportioning and dis- 
tributing a limited supply of milk, and financial 
difficulties, were some of the causes involved. 

An organization of a more general kind is the 
Federation of British Industries, formed as a result 
of a meeting, on July 20, 1916, of many representa- 
tives of British industries. The objects in view 
were **co5peration of manufacturers with labcnr, 
with the Grovantunent, and with each other in sup- 
port of their common interests/' ^ Among the 
many effects of the war on British industry, there- 
fore, we are to add the great stimulus it has given 
to cooperation and to the promotion of large-scale 
production. 

A similar tendency characterizes the war period 
in German industry. While combination has been 
a notable feature in Germany for a number of 
years, the exigencies of the war have given not only 
a new impetus, but also a new bent to the move- 
ment. The tremendous demands for arins. and 
munitions of all kinds could only be supplied from 
her own establishments. Hence> the great need of 
conserving both men and materials and of estab- 
lishing industry on the most effective basis. This 
could best be accomplished by concentration. In 
the case of other industries also, the problems in- 
volved in obtaining labor and funds offered solution 

^ Com. Bept.» Sept 18» 1916, p. 907. 
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through greater economies. Besides^ the 
was cut off from supplies of impcntant raw 
rials. Confronted with these difficulties tlu^ V0llM^ 
adopted was the concentration of industrial ^M0l^gf%:'^^' 
in a relatively few selected plants, the allocatimi i(|i^ ^ 
these of the limited supply of matmals, and ^tiki^ 
closing of other establishments with provisions eitl^ 
for stock ownership in the operating plants by tiba 
stockholders in the factories that were dosed, oc Sr 
promise of remuneration of some sort at the close of 
the war.^ In short, along with the policy of cur^ 
tailment went that of combination. In many in- 
stances combination became not only necessary baft 
compulsory. According to Mr. Chauncey Depew 
Snow: "In war time the concentration of individual 
cartels into syndicates, proceeded with much greater 
impetus, and a new phenomenon appeared, in the 
formation of so-called compulsory cartels. The gov- 
ernment had entire control over all the industziea 
that had any particular war significance. With 
little or no regard for 'hurt trade,' factories in pa^ 
ticular industries were closed up, and production 

concentrated in such factories and such centers aa 

* 

were economical. Machinery was transported ti^ 
whatever point it could be used to best advantage 
and workers were steered by the officials to c^itect 
where they were most needed. The governno^eatl 
itself formed certain big government companiea^^ : 
such as the War Grain Company, to control tlir! i^r^- 

1 Miac. Series, No. 05, Grerman Trade and the War, Snow aad 
(Dept. Com. publication), pp. 55 ff. 
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grain trade ; and in these cases such trades became 
government monopolies. The first of the com- 
pulsory syndicates seems to have been the boot and 
shoe industry. This was followed early in 1917, by 
the compulsory syndication of the soap industry.** * 
Since that time other new syndicates have been 
brought into existence, and the agreements of 
many of the older ones have been extended.^ 

If the war made necessary this policy, the future 
difficulties of obtaining raw materials and shipping, 
and the need of organizing most effectively to re- 
gain lost markets will probably require a continu- 
ation of this method. Already the plans include 
combinations under government direction for the 
purchase of materials abroad, and selling combina- 
tions as of old, except under more careful govern- 
ment supervision. Many of the industries may 
remain in the hands of the Grovemment, which wiU 
endeavor, through such monopolies, to lighten the 
burden of taxation.' Grerman plans for the future 
include another form of associative enterprise which 
suggests such organizations as the British Trade 
Corporation and the American International Cor- 
poration. The German organization is known as the 
Company for International Enterprise. Its prin- 

1 Printer's Ink, April 25, 1918, pp. 77 ff. (C. D. Snow, German Moilop- 
oties as Trade Weapons). 

> Com. B^t, Nov. e, 1915, p. 531 ; Dec. 31, 1917, p. 1229; May t, 
1918» p. 489; May 7» 1918, p. 507; June 1, 1918, p. 847; Bus. Dig., 
Not. 7, 1917, pp. 262 ff:; March 27, 1918, pp. 404, 414, 422; May 8, 
1918, p. 605; May 15, 1918, p. 648; May 22, 1918, p. 661. 

* Printer's Ink, April 25, 1918, pp. 77 ff . 
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dpal purpose is to lend finandal mxppoit^^ 
enterprises abroad, and in some cues to 
such enterprises.^ Some of its activities 
the operation of street and steam raflways, 
struction of irrigation, harbor, and electrie lllMMi^^^^ 
building of factories of every descriptim^ aai^^BH^ 
exploitation of plantations and ore fidkls. \K. ^1|| ^T 
expected that the organization will establish iMllN^ 
sidiaries and extend credit to all manner of eolbBi*. > 
prises. All this, to be sure, is for the promotkucll 
German trade and for the development of German 
industries. Among the firms represented on €he 
board of directors of the new company are such w«9^ 
known organizations as the North German Baiai^. 
the Dresdner Bank, Hamburg-American line, BhaaN 
ish Westphalian Coal Syndicate, Siemens and SdhoN^ 
kert, and some of the Krupp interests.^ 

The war has also stimulated the combinatioHi 
movement in other belligerent and in neutral ooim^ 
tries.' The policy of export control of England^ 
France, and the United States has been partly m» 
sponsible for collective action within neutral eoiai« 
tries to control trade; but in addition, there is a 
growing tendency to project large organization^ 
often under the supervision of the State, for tilli^ 
purchase of important commodities. The pmtjittib V 

» Com, Rept., April 16, 1918, p. 219. ^^ 

« Ibid., May 4. 1918, p. 465. '■''"- J: ■-■^y 

•Ibid:, Dec. 11, 1915, p. 996; Dec. 27, 1915, p. 1185; Jml 4b i|Cl^ ;; ' 

p. 88; March 8» 1917, p. 847; April 16, 1918, p. 218; May Ub I^^j '"^ 

p. 599; June 29, 1918, p. 1 (Supplement) ; July 20, 1918^ p. S (flil||]]|ir' 

ment); July 20, 1918^ p. 259. 
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of nitrates by our own Departm^it of Agrkmltiire 
for sale to American fanners is an illustration of tihis 
policy as applied to the United States, and an ex-* 
ample on even a larger scale is the purchase of f ood- 
sti^s and certain raw matierials for the United 
States and her associates throu^ an American 
government agency.^ England affords a number of 
illustrations of this policy as applied to war condi- 
tions, and a similar example is found in the Frendbi 
consortium, or syndiotte, which acts in behalf of 
the Government.^ These lessons, taught by the war, 
will probably be applied extensively in the future. 
Thus, an American commercial attach^ writing from 
Paris in July 1918 axmounced that ''the Ammcan 
manufacturer who looks forward to selling artides 
needed for the reconstruction of the destroyed indus- 
tries of France should prepare for a revolutionary 
change of French methods of purchasing when the 
war ends. Instead of selling to thousands of in- 
dividual buyers the materials each will need to re- 
build his destroyed or damaged factory the American 
manufacturer will deal with a small number of cen- 
tral purchasing agencies, representing groups of 
French manufacturers engaged in the same or re- 
lated industries and assisted by the credit of the 
French govaimient.'' ' In some instances, the 
State may assume the responsibility of supplying 

^O. B.» Jtiylh l9Vr, p. 8; Sept. 1% 1917» p. 4; Sqpt 86» 1917, 
p. 7; Sqpt 89, 1917, p. 8; Nor. 88^ 1917, p. 9. 
s Com. B^t., Sept. 18, 1918^ pp. 985 ff. 
•Ibid.. Aug. 87, 1919, p. 778. 
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strick^i manufacturers with raw materiabt 
ery, and tools ; in this case, purchases su^ir bt 
the hands of a central bureau under the coni 
the Government. Similar measures are in ptoq^ii|i| 
for Belgium where the Comptoir National pow ||| 
Reprise de TActivit^ l^nomique has been craae|U|; 
to aid in the reconstruction of the country.^ I| 
will assist in the purchase of tools, machinery, mA- 
raw materials. It is expected that this organtza^on 
will not only be of material aid m the reconstruetioii 
of Belgium, but that it will alleviate the sufferioi^ 
of the working classes by enabling them to go lo 
work promptly in the reconstructed shops. H# 
organization is interested in all branches of indui*' 
try, since practically all branches are in need dl 
rehabilitation. < 

The upshot of this development is the groui^ll^f 
of industries in combinations, or coSperation amoiqi 
industries, on a scale that the world has never knonn 
before. Frequently such organizations come into 
existence with the sanction of the GovemmeiM^I 
sometimes they are under the direct supervision of 
the Government. Organization has moved on apao^, 
We are passing beyond the bounds of even '^svp^ 
organization'' to something larger and more powii|f 
ful. Combined into great compact units, the j^ 
dustries of some of these nations present a w^^ 
front to foreign buyers and sellers. This foreai!li|| 
a new competition in the foreign field in whicii''lii|r^ 
dividuals no longer compete with individuals^ 

^ Com. Bept., June 6, 1018» p. 887. 
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competitors are combined groups of industries^ 
Competition tends to become national unit com- 
petition, and the individual business ^iterprise 
drops into the background. iBvidently, the' power 
of such organizations both for conquest and for 
destruction is greater than ever before. This de- 
velopment gives a new aspect to foreign trade 
policies and imposes a serious task on those who 
are to recommend our reconstruction plans. 

The war has affected the industries of the nations 
in another way. Import and export regulations have 
been powerful factors in affecting old trade rela- 
tions.^ But added to these are the distorting effects 
of the lack of shipping, the depression of some kinds 
of industries throughout the world owing to the in- 
ability to market the products, the stimulaticm of 
other industries within national boundaries because 
of the curtailment of the customary sources of 
supplies from the great manufacturing countries, 
and the unusual opportunities given to some of the 
neutrals to develop their trade because of the re- 
moval of competition on the part of the belligerents. 
To a large extent, trade has been diverted into new 
channels,^ some industries have been greatly stimu- 
lated in every part of the world, and others have 
been depressed. In the case of our own trade, 
there has been a marked shifting of the character of 
imports and exports.' The rigid restrictions on 

1 Cf . anU^ p. 180. 

s Americas, Jan. 1018, pp. 1 ff.; Bus. Dig., Feb. 80, 1018, 0181!.; 
Daily Coos, and Trade B^orU, Oct 7, 1014, p. 117; Nov. 08, 1014^ 
p. 805 ; Com. Rq»t., Mar. 0, 1015, p. 800. * Ibid., Dec. 11, 1010, p. 008. 
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foreign lending by the richer natkiii bail 
mdustrial growth in many of the poorar 
The development of plantations, raHwftyi^^ 
facilities, industries, and mineral deposits hw 
checked, unless these contributed in s<mie iDqpMJip 
tant way to the resources of the belligerents. WH^M 
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illustrations could be given of all these res^s^ i| 
brief study of the changes that have taiien pliii^ 
in English foreign loans suggests the effect of /tl^^ 
war on those countries that have formerly depmA»i 
on British capital for development. In 1918 tlBi 
capital publicly subscribed in the London maiicil 
for investment in the dominions amounted to aboni 
$370,000,000; in 1915, to approximately $108,0(M|^«' 
000 ; in the former year, the subscriptions for lmd|^ 
loans amounted to $410,000,000, but in the lat^ 
to only $203,000,000, of which, in 1915, the anK^uo^ 
extended to France was $116,000,000.^ A detM^ 
study of the reports shows that many foreign ooma^ 
tries were shut off altogether.* The extent to wU^h 
government borrowing absorbed the resources of thit 
London market is indicated by the fact that nl 
capital subscriptions aggregating $3,374,755,000 
in 1916, the Government was charged wi|ll 
$3,352,300,000.* The course of French loans m 
quite like that of the British ; meanwhile, G^^nill 
lending abroad, except to her allies, came to an eiOid^ 
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1 Com. Bept., July 10, 1915, p. 805; Fd[>. 8, 1916^ p. 409$ 
1916, p. 484. i;; 

s Und., Feb. 8, 1916, p. 469. 
« Und., Aug. 8. 1916, p. 484. ^^> * fMv^ 
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and the United States has advanced relatively smaQ 
amounts for the development of resources and in^ 
dustries of countries beyond its borders. It is quite 
in accord with the figures given above that the re- 
ports that come from many parts of the world in- 
dicate a slowing down of construction works of all 
descriptions.^ 

On the other hand, there is considerable evidence 
to show that certain kinds of industries throughout 
the world have been stimulated by war conditions. 
This, of course, is notably the case of those ^iter- 
prises that contribute to the war whether these are 
situated within the belligerent countries or in the 
borders of some of the nearer neutrals. The stimu- 
lating effect of the war on certain industries in the 
United States, England, France, and Grermany is 
well known. With regard to Italy, an Americui 
consul recently reported that *'the war has injected 
new life into the manufacturing industries of Italy. 
The greatest jH^ogress is se^i in the chemical, elec- 
trical, and metallurgical industries, which now pro- 
duce hundreds of articles that before the war had 
to be obtained from abroad. In all lines of indus- 
try, however, consolidations of companies, increases 
of capital, and extensions of existing plants are the 
order of the day.'' ' At a recent e^bition in Lon- 

^ Com. Bept., Nor. M, 191S» p. 718; Aug. S» 1917, p. 6 (Si^^ 
meat); Com. Bq>t., Aug. £1, 1918^ p. 096; Bus, Dig.» Feb. 18» 1918^ 
p. 216; March 18» 1918» p. 857. 

> C(«i. nepU Aiml 86, 1918, p. 858; May 85, 1918^ p. 760; July StK^ 
1918 (SiqyploiMitt), p. 8; Eooaomic Worid, May 4^ 1918, p. 688; But. 
Dig., May 29, 1918, p. 715. 
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don were displayed hundreds of 

products of industries that have arisen idnet 

Germany has taken special pride not only^ ^^ ,^,,,,^ .^^^^^^^^^^^ 

new commodities, but also in a great varietpNi^lIf^ 1^ 

substitutes brought into existence as the femitl^^^ 

the war.* ' - '^v^^^^: '-^^ ^'^ ' 

The diflSculties in obtaining products frcmi ISIlii ^ 
tomary sources have compelled enterprise aH dvii ;. 
the world to establish industries locally to mip^^ 
wants. Some notable instances are new maattfiM^^ 
tures of iron and steel, textiles, boots and shdiflly 
food products, machine parts, and the construcilcitt 
of ships. Referring to South American countrtes» A 
recent Commerce Report contains the foUowlmt 
**The serious dislocation of trade occasioned in vif^ 
tually all Latin American countries by the war hiM 
in the case of Brazil brought about changes of sudh 
far-reaching significance as to mark a new period of 
growth in the industrial and commercial life of thai 
country.** Elsewhere it was said: "The war bii 
caused a marked increase in the demand for Af^ ^ 
gentine wheat, meat, wool and for Chilean nitraies' 
and copper; and since these products represent liii 
bulk of the exports of those countries, their totil 
exports have expanded remarkably."' Indeed^ li / 
many of the countries there has been a rassSmk } 
tendency in the direction of diversification of in<faHif^ 

» Com. Kept., Sept. 10, 1918. p. 936. ! f « ; . v^ 

> Mi„ Dec. 20, 1016, p. 1078; Jan. 8, 1917, p. 89; Jan. IC^ ^^IP4iii(^H 
10; July 13, 1918, p. 161; O. B., Sept. 25, 1917, p. 2; Apdl mi'lm^^M 
p- 5; Sq?t. 10, 1918, p. 942. SlfKi 

* Com. Bept., Aug. 26, 1918, pp. 756 ff. 
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tries and towards self-su£Scieiicy in the production 
of a number of commodities. This is indicated 
by reports from South Africa, Australia, Norway, 
Sweden, Denmark, to say nothing of some of the 
South American countries.^ Such developments are 
significant not only because they give these coun- 
tries new industries, but because of their prospective 
efiFect on the future course of trade, and on the com- 
mercial policies of these countries after the war. 
We may f qrecast a considerable extension of the pro- 
tective system as a method of defending the new 
industries, and possibly the use of some of the new 
methods of import and export control for the same 
purpose. 

We have reserved the case of Japan for separate 
study. Industrial transformation in this coimtry 
has been greater than in any other outside the war 
zone. This is shown to some extent by the growth 
of her commerce. Her imports which declined 
from $363,622,000 in 1913 to $296,974,000 in 1914 
rose to $516,343,000 in 1917 ; and exports declining 
from $315,281,000 in 1913 to $294,664,000 in 1914 
rose to $799,098,000 in 1917.^ That the imports 
were contributing more and more to the manufac- 
turing industry of the country is indicated by the 

^ Daily Cons, and Trade Reports, Oct 12, 1914, p. 804 ; Ccnn.Befrt, 
Oct. 90, 1917, p. 888; Fc^. 7, 1918^ p. 507; Ccnn. BapU Feb. 88» 1916, 
p. 1 (Si^yplement) ; May 11, 1918> p. Ml ; May 29, 1918> p. 808; Jol^ 
17, 1918, p. 814; July 19, 1918, pp. 1-8 (Siq>plement) ; Aug. 14, 19i9» 
p. 596 ; Aiig. 15, 1918, p. 618 ; Aiig. 16, 1918> pp. 686, 686 ; Aug. 81, 1918i, 
p. 694; Aii^. 88, 1918, pp. 705» 708; O. B., Sqpt 81, 1917, p« 5. 

s Com. Sept., Fdb. 19» 191% pp. 665-466. 
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fact that the largest increase was loiiiii^ 
materiak and partly manufactured g0O<h> 
these raw cotton and steel plates were VBmifi$..,^,^^,.^^^..^ 
most notable instances of growth. While ji^^Bim^^^' 
the war the imports of raw materials wwe gaWi^ 
steadily at the expense of manufactured goodie liiii 
movement has become more marked since 19I4|^ 
Indeed, one might reach this conclusion from tibp 
fact that many new industries have been founded Ifli 
the last four years. This development has talceft 
place in the production of chemicals, iron and stedU 
zinc, aluminum, and lead, in the manufacture d 
textiles, paints, oils, boots and shoes, to name txs^ 
some of the most important.^ Meanwhile, th^fie 
has been a notable change in the character of new 
investments. While interest formerly centered ill 
such enterprises as banking, railways, and the elee« 
trical industries, the new capital is being invested in 
iron works, paper mills, the manufacture of druga 
and dyes, paints, textiles, and to some extent in the 
exploitation of foreign mineral and agricultunal 
resources.' 

Shortly after the beginning of the war the country 
inaugurated an ambitious plan of expansion. Am 
early as November 12, 1914, at an extraordinaiy 
meeting of the Yokohama Chamber of Commerce resh 
olutions were adopted requesting the various mi^-* 
isters to urge upon the Government the extenaiiMi; 

^ Com. Kept., Feb. 10» 1010, pp. GSffHrn. 

* Urid., Dec. 22, 1017, pp. 1123 ff. 

* Urid,, May 17, 1016, p. 6S2; Sept. 8, 1016, ^. 088 ft. 
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of Japanese steamship servke to Italy, ^min, and 
Portugal in order to ^icourage direct trade with 
those countries, to establish a legation in Argentina, 
aad to n^otiate commercial treaties with Russia 
with the intent of securing lower import duties into 
that country.^ Early in 1915 the South Sea Associ- 
ation was formed for the purpose of investigating 
the industrial and social conditions of the South 
Sea Islands and of familiarizing the consumers of 
that part of the world with Japanese goods.' Mean- 
while, the business interests of Japan are reaching 
out for trade in New Zealand, Australia, South 
Africa, and in South and Central America* A bus- 
iness commission visited South Africa early in 1917 
to investigate trade conditions.' It was announced 
that Japan could use a number of products of that 
part of the world, such as wool, mohair, asbestos, and 
tobacco. The Japanese consul was said to have 
announced that the export trade from Sotith Africa 
to his country had a ''great future." ^ The imports 
from Japan into this section increased from $520,000 
in 1912 to $1,830,000 during the first nine months 
of 1916.' This country is further laying the foun- 
dation for future industrial and commercial develop- 

1 Daily Cons, and Trade Reporte, Dec. 81, 1914, p. 1991. 

> Com. Rept., Maidi 11, 1915, p. 999. 

•Ibid., Dec. 81, 1915, p. 1207; Aug. 17, 1916, p. 688; Bept. 88, 
}916, p. 1815; Oct. 14, 1916, p. 187; Dec 81, 1916, p. 1098; Dec. 88, 

1916, p. 1186; Feb. 5, 1917, p. 478; Feb. 80, 1917, p. 697; Mardi 81, 

1917, p. 1814; April 87, 1917, p. 854; May 15, 1917, p. 548; May 17, 
1917, p. 686; Aug. 80, 1917, p. 671. 

« Rid., Jan. 18, 1917, p^ 165. 

> Ibid., ¥€h. 5, 1917, p. 478. 
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ment by founding branch buiks in many ^^M|^ 
portant industrial centers of the wwld^ byiiil 
the development of independent soureei ^ii^ 
materials, such as iron ore, cotton, wool, and 
and by developing her merchant marine.^ Mt^Sf^ 
same time, efforts are being made to improve M 
quality of Japanese exports and to proteefc i^|i^ 
brands. For this purpose encouragement is 0ft0 
to the formation of trade guilds one of whose hmm 
tions is to inspect goods destined for expoitJ M 
sum, the effect of the war on Japan has been grei^lf 
to stimulate enterprise, to afford the occasidi §m 
the establishment of many new industries and ior 
the extension of many old ones, and to greatljf i 
strengthen her financial and industrial positi<»i. Is - 
their effort to reestablish trade in many of tii^ 
world markets the western countries will now eOf*.-. 
counter a strong competitor. 

In the field of general commercial policy the wmt 
promises to yield important results. Unfortunatdy^ 
many of the plans for the future deviate from the ol4 

1 Com. RepU Sept. 2, 1915, p. 1118; July 22, 1916, p. 282; Oel. 17^ 

1916, p. 212; Nov. 28, 1916, p. 798; Jan. 25, 1917, p. 880; tal. % 

1917, p. 892; Feb. 19, 1917, p. 673; Feb. 24, 1917, p. 740; Maidk % 
1917, p. 866 ; March 12, 1917, p. 932 ; March 27, 1917, p. 1141 ; Jidy Ifi 

1917. p. 106; Nov. 5, 1917, p. 487; Feb. 28, 1918, p. 775; Mtok i, J 

1918, p. 836; March 8, 1918, p. 894; June 17, 1918, p. 1049; hmtM^ 
1918, p. 1146 ; June 25, 1918, p. 1154 ; Aug. 29, 1918, p. 681 ; Bfoha^ z!^ 
Magazine, Nov. 28, 1917, p. 414 ; Bus. Dig., Nov. 24, 1917, p« ttl^ ; ^ 
Bus. Dig., April 24, 1918, p. 550; O. B., Oct. 4, 1917, p. 8; Del. i^ ^ 

1917, p. 5; Dec. 18, 1917. p. 7; Jan. 81, 1918, p. I; Feb* ». Wltli^i;^ 
6; April 4, 1918, p. 15. .^£ip' 

> Com. Rept., Mardi 8, 1917, p. 847; Aug. 2. 1917, p. 425; Sm^mj^^ 

1918, p. 868. 
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freedom of intercourse. They portend rathar com- 
mercial wars in which trade rivals will be purposely 
handicapped. Boycotts, methods of retaliation, 
preferential treatment of certam favored sections, 
and new commercial alliances among the great 
nations, are some of the proposals. The reconstruc- 
tion plans of most of the European countries call for 
an extensive overhauling of the old trade policies 
always with the view of regulation and control. 

The war methods of the belligerents of controlling 
exports and imports have introduced new ways of 
regulating conmierce and have resulted in the estab- 
lishment of a great organization to make the regula- 
tions effective. It is difficult to foretell what the 
ultimate results wiU be, but already we have indica- 
tions that some countries wiU continue the war-time 
methods. The proposed English l^pblation has 
been referred to on a former page.^ Many British 
manufacturers look with apprehension on sudi 
measures, and with good cause, because they have 
felt severely the repression of war control and 
realize fully what r^ulation means. Many would 
prefer to take their chances with post-war com- 
petition if only the State would let them alone. 
But the Government may take the position that this 
is a necessary course, at least for several years. 

Another British measure for post-war regulation 
is aimed at German control of certain essential raw 
materials. The Nonferrous Metal Act was intro- 
duced into the House of Commons in November 

^ a. ofii^ p. 10. 
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1917; it received royal aaaeait /MmMmp 
The title of the hiw indicates that ifai 
restrict ''temporarily the p&taom who nia|r. _^ ., 
in business connected with certain no nie it o i i wii^ 
and metallic ores/' The perscHis relenred t%4|iJlip^V^ 
act subsequently shows, ar^ those of enemy M^ilNlfi^ 
ity or enemy connections. The measure ittdfattlii 
zinc, copper, tin, lead, nickd, aluminum, and tfihilt 
nonferrous metals and ores which the Bond^^iif 
Trade may designate by order. It is not Uwftf 
''for any company, firm, or individual after lii» 
expiration of six months from the passmg of ^boB 
act, or such longer period as the Board of Tmi/ii 
may generally or in any particular case aI]ow» fe 
carry on the business of winning, extracting, mae^ 
ing, dressing, refining, or dealing by way gI wbdei^ 
sale trade in metal or metallic ore to which this ad 
applies, unless licensed to do so by the Board of 
Trade." ' Licenses are to be granted in prescrflbed 
form after certain requirements are fulfilled, im 
eluding the furnishing of information and the pi|r^ 
ment of a small fee. Under certain prescribed oobn 
ditions, enemy status or enemy connections justly 
the refusal of a license. Even the definite limit a^ 
for the duration of this act will probably cany tht 
control into the peace period; but at the discrelidM^ 
of the Board the act may be made operative fdt^|(||v. 
indefinite time. t v^Siu^^l < 

» Com. Kept., April 1, 1918, pp. 4-«. ''^^!^^M^'' 

* Americas, December 1917, pp. 16 £F.; Btu. Dig., May IS^ WM^, 
858-854. 
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Sudi measures have tempcnrary control for thdr 
object. But other plans, sudi as the proposed 
customs union of Austria-Hungary and Germany, 
the Paris Economic Pact, and the program of eco* 
nomic union of the British empire, are expected to be 
more or less permanent, and if fully worked out 
would bring about a new situation in foreij^. trade 
relations. These arrangements are designed to es- 
tablish trade alignments with varying degrees of 
preference for the members of the groups. Such 
measures would divide a considerable part of the 
world into economic spheres of interest; within 
each sphere the members would be given certain 
advantages ; those outside would suffer such handi- 
caps as the alliance was able to impose, or at least, 
would be denied valuable privileges. Trade would 
not even move freely within the groups, because 
the members would be bound by their treaty agree- 
ments to grant preferences regardless of world 
market conditions. Such measures would impose 
much greater restrictions on commerce than those 
which prevailed in pre-war days. 

On October 21, 1915, the Vienna Chamber of 
Commerce unanimously adopted a declaration of 
policy in regard to the future economic relations 
with the German empire.^ Some members of the 
Chamber were of the opinion that the prospective 
industrial upheaval whidi would result from the 



^Com. Bept., Fdb. 11, 1916, pp. 582^588; Misc. Series. No. 85 
(Bu. For. and D<»ii. Com.), p. 141» &iow and Krai, Gemian l^rade after 
the War. 
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war made it nel^essary for Austria-Hooigiat^ 
plement her military and political alUanee 
many with an economic unimi. It was hffptA^ 
such a miion would make the Central Powwi^ 
independent of their opponents with refcsmni 
foodstuffs, raw materials, and industrial pm^MI^''^'" 
and would enable them to defend with greats eMl8|r 
their conmierdal interests in the markets of ilteilNi^ 
The proposed treaty was to have the longest pQ0' 
sible duration. This policy was to be regulated li|f 
a unified plan by whidi the two empires would mf!k 
as a unit in negotiatmg commercial treaties. Mutual 
support would enable them to bring their eccMunnJe 
powers to full development, lower their costs ci pto^ 
duction, enable industry to become, more specialissd^ 
and secure for both countries an increasing share df 
international commerce. Said the resolution : **&l 
order to secure the necessary freedom of actiim f^if 
the conclusion of such a treaty, it is requisite that 
the two Governments, in consideration of their 
respective economic needs, shall agree upon their 
common commercial demands even before the be^ 
ginning of peace negotiations. EspeciaUy is it tfli^ 
be desired that the commercial union of the CentMl 
Powers shall be recognized in the peace treatief 
with other States, and that every claim to fl^pUl 
favored nation treatment shall be excluded at^^ml 

outset."^ -■'r-':^^'''--( 

This is a remarkable document when it is T&txiil^iffi^:^^ 
bered that certain portions of Austria-Hungai3^:t||^^^ 

» Com. RepU Feb. 11, 1916, pp. 5Se-58S. 
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in great fear of the industrial power of Germany. 
Commenting further upon the plan a French writar 
said recently : *'It appears that the Germans and 
the Austrians have decided to erect certain portions 
of Austrian territory into market zones reserved to 
Austrian cartels. The grouping into cartels of all 
establishments in the same industry both in Ger- 
many and Austria in effect makes possible the de- 
limitation of exclusive markets. Here we see an 
ideal r^ime of free competition. AU of Austria- 
Hungary and Germany, one might add, all of 
Europe, will live henceforth under a regime of 
monopoly in the form of trusts and cartels.'' ^ 

The statement of this program makes sufficiently 
clear what its elements are. A considerable part 
of the most productive portion of Europe is to be 
drawn together in close economic union to bargain 
for commercial privileges with the rest of the world. 
It is a combination of nations both for the promo- 
tion of home industries and for foreign commercial 
conquest. Their collective power is to be used to 
obtain the best terms possible and to grant favor 
sparingly in return. Meanwhfle, the demands of 
the two empires are to be based on a survey of thdr 
industrial needs. The plan, of course, involves bar- 
gaining enforced by all tibie pressure that these pow^s 
can bring to bear. 

The Allies' Economic Pact presents another aspect 
of international commercial agreanents. FVom June 

^ BeniaidlAv«igiM» L*UiiMmCSc«iiiw^^ 
pp. 1-8;, note. 
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14 to 17, 1916, representatives cf tlie MM 
ments met at Paris for the porpode of 
mandate of the Paris conference of Mttdliii|2 
to give ''practical expression to their 
views and interests, and of pnqxMong to tibiii^^i||^ 
spective Governments the appropriate 
realizmg this solidarity/' ^ The Nonf erioiii llM 
Act, discussed on a former page, was a Int of li(j|iAl^ 
tion passed in conformity with this plan, TkeiMi> 
ing of the pact seems to indicate that it is A Ab^ 
fensive alliance. Thus the concluding resobiilMl 
states that: ''Whereas for the purposes of ^Mir 
common defense against the enemy the Allied Fmnm 
have agreed to adopt a common economic pdks^^lM 
the lines laid down in the Resolutions whjdh hji## 
been passed, and whereas it is recognized that titek 
effectiveness of this policy depends absolutely uiMft 
these Resolutions being put into operation tm^tik 
with, the Representatives of the Allied GovemnK^ttlb 
undertake to recommend their respective GoYieiiir 
ments to take without delay all the measiiral^ 
whether temporary or permanent, requisite fw f0^ 
ing full and complete effect to this policy f orthwfiAli 
and to commimicate to each other the dedbooiil 
arrived at to attain that object." * v^ 

The Pact provides three groups of policies ; nam^^ 
for the war period, for the transitory or reconstrttP^ 
tion period, and permanent measures of mutitiil 
assistance and collaboration among the AJtti(9)^>v;^^ 

^ Recommendations of the Economic Conference of the iMHiii '^ 
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The essence of this document, as one may gather 
from a study of its provisions, is to put the Allies on 
an economic defensive against malicious Grerman 
methods of trade. We are interested princii>ally in 
the permanent measures, since these will affect the 
future relations among the nations. However, we 
may present briefly the reconstruction policy. The 
principal factors under this caption ^re the con- 
servation of the resources of the Allies for each other's 
benefit, the denial to enemy countries of favored 
nation treatment, prevention of pursuit by the 
enemies of certain professions and industries which 
concern national defense and economic independence, 
and the fixing by agreement of aperiod ''during which 
the commerce of the enemy powers shall be sub- 
mitted to special treatment and the goods originating 
in their countries shall be subjected either to pro- 
hibitions or to a special r6gime of an effective char- 
acter." ^ 

While many of these provisions are vague, their 
evident purpose is defense. The Allies are con- 
fronted with two possibilities, both unfavorable, 
namely, the determination of Germany, even wh^ 
defeated, to secure economic domination; and 
second, the necessary sacrifice of industrial and 
trade advantages to aid the other parties to the 
agreement. It is a question of choice between two 
evils. If the threat of German domination is great, 
self-sacrifice is the better of the two poUdes. As 

^Beoomnieiuktioiis of the Eoonomic Confereaoe ol the AIHee (Loo- 
don, Cd. 8871), pp. 9-7. 
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kmg as world oommeroe is suiromided iirilJl; 
trading cannot be free, and defensive 
necessary. Whether the reccmstructkm mi 
the Allies will succeed depends largdy cm 
ingness to make the sacrifices involved in the 
The permanent measures may be grouped 
three titles. Th^ include means for maldogrllril 
Allies independent of their enemies as regaidi ii^ 
materials and manufactured artiqles essential foe llMt 
normal development of their economic activiifieK^ 
methods for promoting trade among the AIBmi 
and provisions for uniform laws covering pateiil^ 
trademarks, and copyrights. None of these mmm^. 
ures have a hostile intent. They do not indicai^ 
the purpose of aggression, at least as they are statedb 
Indeed, the third provision, if carried out, will teMt 
to promote more friendly relations by remm^^ 
some of the causes of misunderstanding. It ia#K 
step in the direction of greater uniformity in IImi 
conditions of trade. The first policy is undoubtQ^^ 
inspired by the revelation of German methods^ixl 
expansion, and is justifiable as a means of defeoMl: 
Its scope, moreover, is limited, for it covers dd^; 
the essentials for ** normal development," howevMi 
that may be interpreted. It is expected, und» lM^- 
title, that the Allies will adopt certain measureii iti^ 
secure independence of Germany in the case^^ip 
raw materials, and commercial and financial 
ganization. The policy also contemplates S|li|ii^^ 
assistance for certain enterprises of a special^ '* '^' -' 
sirable character, such as the promotion of wd 
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research, and special plans for the -development of 
national resources and industries. Possibly, the 
policy also involves customs duties '*of a temporary 
or permanent character." Said the Pact: "What- 
ever may be the methods adopted, the object aimed 
at by the Allies is to increase production within 
their territories as a whole to a sufficient extent to 
enable them to maintain and develop their economic 
position and independence in relation to enemy 
countries." ^ All of this section, in short, is a sort of 
declaration of economic independence of Germany. 
The dangers of the situation make this necessary. 

The Paris Pact is an illustration of some of the 
new policies called into existence by the war. It is 
doubtful whether the proposed measures can be 
largely carried out, and it is r^rettable that they 
are deemed necessary, but they are an incident of 
present trade rivahJes and are an indication of the 
kind of measures that wiU be advocated where inter- 
national traders stand in need of protection against 
the unfair methods of their opponents. In this con- 
nection, the opinion of an English authority is to 
the point : "As regards the special case of Germany, 
I am, of course, of opinion that, until peace is con- 
cluded, a vigorous trade war is not merely justifi- 
able, but is imposed by the necessities of the case. 
I may go farther than this and say that even after 
the war, if the political institutions of Germany re- 
main unchanged, H they still constitute a menace to 

> BeoomiiMiidalioiis of tbe Boonomic Conferenoe <^ the Allies (Lou- 
don* Gd. 8871)» pp. ^. 
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the peace of tke worid, and if tiie 
inent still continuefl to adqpt oomoMPdU^ 
for the attainment ci political objeeto aiiiti 
advantages, the trade war may justifiab|)F 
tinned and economic considerati<His may^ wlAl 
a state of things lasts, r^nain in abeyiai^^^i^ 
If we should in the future have to deal Iffil^ll^^ 
changed Germany, any attempt to boycQ^ ^^4^^ 
country would involve our losing a good ctMi oWjii ' 
and at the same time debarring oursdve8% ^blHPK 
using such of the products of Grermany ^miij^wm^: 
profitably and advantageously be impcniied lli^ 
this country." ^ 

The poUcies discussed above cover arrangwiiii|« 
among groups of nations. In addition, theie ^it# 
suggestions of closer economic union amcmg soimi ii| 
the European neutrals and among some of the Soqiiil 
American countries embodying the principlei hqI 
preference. Meanwhile, the war has stimiiii|a4[ 
discussions of plans of another description niildl 
promise to affect international trade in aaoOlii 
way. We refer to the discussions favoring dbMi 
economic union among the elements of the Bii^ 
empire. This program is not new, but the etrdqsttl 
stances of the war give it a peculiar interest. f^4-^ 

In the summer of 1918, the Imperial War <P<p^ 
ference and the Imperial War Cabinet hdd iliipiii 
tant sessions in London, at which mattei^ irf?i||||f 
perial policy were presented. The reports <)l>llWu , , 
meetings were meager, but from the proposals 

^ The Eail of Cromer and others* After War Probleiiis* pp. 
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public we may gather the drift of the discussicxEui. 
One important topic for debate was the future con- 
trol of raw materials within British dominions. It 
was announced that arrangements were being made 
with representatives of the dominions for the con- 
trol of such products as a basis for n^otiation with 
the Allies for joint action after the war. It was 
stated that this was one of the most serious of the 
post-war problems. Some definite progress had 
been made in Great Britain with the view of making 
the future regulations effective.^ The Nonferrous 
Metal Act was discussed, and the dominicms were 
requested to enact laws similar to those of England. 
In addition, there were various proposals relating to 
effective means for the development of the trade of 
the Qmpire, including such matters as transport, 
news service, parcels post, statistics, and raugration. 
Apparently, the question of imperial preference 
tariffs received little or no consideration.' 

Other parts of the empire have been discussing 
elements of the policy outlined above. Resolutiouid 
adopted at a meeting of the Chamber of Com- 
merce of South Africa on September 12, 1916, 
favored a substantial rebate io favor of the prod- 
ucts and manufactures of the British empire, the 
principle of customs preference to British alUes pro- 
vided they granted reciprocal favors, reciprocal 
tariff relations with other countries, and special 
tariff arrangements against the products of enemy 

^ Com. Bcpt^ Aug. M, 1918, pp. 787 ff. 
s Ibid,, p. 740. 
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countries.^ Early in 1917, the South 
ber of Manufactures approved ci the 
British Empire Producers' Assodadkm, mi 
resolutions urging cottperation to create a 
fidng empire embodying the princqile of 
ence.' At an earlier date, a similar 
Canada advocated a ** fraternal and 
spirit between Canada and her sist^ dominlcHii 
colonies and the empire/' ^ 

An even larger plan of imperial union has 
discussed from time to time since the b^pndiii 
the war. Some of the leading dements ate 
establishment by government ownership, or by iiftp 
sidy, of several great lines of steamships cmmuM^ 
ing various parts of the empire; an int«^impoll[i 
plan for harbor development; a system of gwm^ 
ment rate regulation covering shippmg and 
insurance on routes between ports of the em] 
government control of at least one cable and 1^ 
graph line; encouragements for an extensive 
of scientific and technical research; pref< 
employment of British capital and of British 
mercial institutions in the developm^it of tliii;^> 
sources of the empire ; a British trade 
assist in the expansion of imperial commerce ; €Sl^|l| 
sive development of the industries of the 
reorganization of the system of intelligenoe ^ | 
empire system of preference for British in< 

1 Com. Rept., Dec. 15, 1916» p. 1081. 
« Ibid., May «1, 1917, p. 687. 
s Ibid., May 19, 1915, p. 809. 
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the supply of raw materials in which the empire has 
a monopoly, or a dominant position; and the ex- 
clusion of non-British influence from public com- 
modity and financial markets.^ 

The inauguration of some of the elements of this 
policy would raise serious problems for other coun- 
tries. Measures on the part of Great Britain and 
her dominions to exclude outsiders from the enor- 
mous benefits of their markets would have an im- 
portant effect on industry everywhere in the world. 
Some of the elements in this plan are for the pur- 
pose of empire development, and in the normal course 
of events, would redound to the benefit of foreign 
industry and commerce; but the reverse would be 
the case with the application of the principle of pref- 
erence whether adopted for conmiodities, shipjHng, 
insurance, or capital. Undoubtedly, the adoption of 
this element of the program, if the purpose is to dis- 
criminate against foreigners, would encounter many 
difficulties. It probably involves the imposition by 
Great Britain of a general tariff, and this in itself 
would encounter opposition. Besides, preferences 
which seriously discriminated against the outside 
world would invite evasions.^ Other important is- 
sues are involved, namdy, the probable unwilling- 
ness of the dominions to relax their protective sys- 
tem in the face of the great manufacturing power of 
England, the added burden to English industries 
which would result firann a duty on raw materials, 

1 America!* Fdb. 1918, pp. 1 ff. ; Bus. Dig.* April 10, 1918, pp. 479 ff. 
* After War FsMtma^ op. eU., p. 96. 
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and the unfavorable effect of tike 
rangements on British oommeiee 
worid. The larger part of EngBah aad 
trade is foreign, and it is not probable tiiilli 
ence system would be adopted that wouiil^it 
the most productive part of this eowiBxms0: 
in whatever manner the plan is devdopedl il« 
affect the commerce of other countries, andvi^ 
therefore, be studied by such countries m JWiMillp 
their reconstruction policies. :y^^^ 

No discussion of the results of the war 
complete without reference to the revelaticMHl 
German methods of economic expansion. IteMi^ 
tions on these methods are largely respoiiflAAer ^llMI^ 
the new turn taken by the commercial po&s^im:^ 
some of the nations. Recent writings of Freiidh ii|p 
English authorities contain a scathing indie 
the German system.' Dibblee, for example 
marizes the effects of economic penetration M 
lows: **The most astonishing achievement <tf 11^ - 
man successful aggression occurred, perhapi^;^f||^: 
Italy, where, by the foimdation of the Bam^ p||i|||, . 
merciale Italiana, the whole commercial liil,^^^^ 
Italy has been enslaved, and in spite of the Eii rp|i>i i ^|^ »; 
war is still under German domination. An i]M:i(Q|iip^^ 
ing fact in the case of Italy is that the stra]|||b|!Jb^p^ 

1 After Ww Problema, op. eii., pp. «5-27; G. B. Dibblee^ 
Economic Position, pp. 65-73. 

* Henri Hauser, Les MIthodes Allemandes d'Expansaon 
paaim; G. B. Dibblee, Germany's Economic Podtion,pp. 49 tt.; 
Millioud, Ruling Caste and Frenzied Trade in Germany, pf^^ltk^lf^ 
J. Dillon, Why Italy Went to War, passim. 
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obtained by G^many on her coniinerce was effected 
by means of using the money of the Italian pe6ple 
themselves, who hold 64 per cent of the share capital 
of the Banca Commerciale» while less than 5 per 
cent is held by Germany itself. Yet the whole 
power remains in the hands of an energetic minority 
of German directors. Switzerland, commerdaUy 
speaking, is now treated as little better than a Ger- 
man province, and Russia, in fact, was so much in 
the grip of German industrialism that she was not 
able to exert her full strength imtil almost two years 
after the beginning of the present war." * 

The same story is told of Spain. "Wherever a 
factory or a factory site is offered for sale," said an 
American writer, "the first and best bidders are 
Germans. If there is the slightest likelihood of a 
mining property bdng put ou the market the owners 
get a polite inquiry from an interested Teuton. It 
the output of farm, orchard, flock or herd is to b^ sold, 
you will discover the Germans are hotfoot after it. 
Advertise a water-power project and almost before 
the paper is on the street a representative of Ale- 
mania — the Spanish for Germany — is on the job. 
All this means that by every known device of pre- 
paredness the German is getting ready to do bus- 
iness in Spain in a big way when the war is over." • 
In South America a powerful campaign is in prog- 
ress to discredit the products of the United States 
and other countries. German banks are already 

^ Ditblee^ op, eU., pp, 47, 48. 

* Satmday Eveniiig Fo8t» Maich 16, 1918^ p. 98. 
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firmly rooted in the soil, and the 
influence in Spain is to be made use ^ 
war to prosecute the fi^t against 
rivals. The inclusion of a large number elf 
the enemy trading list of the United States 
associates is a step to thwart this influeoee.^ 

Some of the principal methods of unfair 
tion as employed by Germany are comineieittl'^ii^ 
pionage, ^'dumping/' stifling of competitoia* 'Imiiit^ 
trial opportunities through various methods of 
nopolistic control, misbranding of goods to 
their origin, production and sale of imitaticms, pi^ 
agenda designed to disparage the commoditka ol 
competitors and to create ill will for a nation and i^ 
products, and the control of advertising and of fxhr*^ 
otal materials. One of the fortunate results of tbe 
war has been to bring into glaring spotlight flieae 
various methods as practiced by Germany and thw 
to afford the knowledge for devising defensive 
measures. 

A general survey of the results of the war wddd 
show both gains and losses. It is true that the woriU 
stock of essential materials has been depleted* ttiai 
the machmery in many industries is wearing mk 
through inability to make repairs, that the pt$0^ 
organization has been badly disrupted, and ji)^ 
much wealth has been consumed in ways whicjl ||| 
not contribute to industrial progress. But* i».|||il 
other hand, industrial enterprise the worid mm ^ 



1 Cumulative Supplement to the Enemy Trading 
15, 1918, pp. a-20). 
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received a great stimulus. This is seen ' in the 
movement favoring technical and scientific research, 
in the promotion of better business organization, in 
the development in many countries of keener insight 
into business problems, in the discovery of many 
new commercial products, and in the promise of 
better coSperation between Governments and indus- 
try. No plan of reconstruction would be adequate 
which proposed only to repair the losses of the war. 
Th^ utilization of the principal gains of the conflict 
are just as essential to any reconstruction program 
as the recovery of losses and the orderly establish-' 
ment of a new peace order. 
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CHAPTER Vm 

BECX>NSTBUCnON IN FOBKIGSf 

The European countries have taken IIhi IjMMf ^ 
framing reconstruction policies. Th^ lum^ 
developed extensive plans and have done 
to give these plans concrete and definite jqpfiifii^^ 
It is fuUy recognized abroad that eiteiuriHyt '-Ttji^ 
justments must be made immediately aftear fli^ itil|i£: 
dusion of peace, that some measures must be 
out beforehand, that emergency laws will nxA m^^j/^ 
the new conditions, and that the wisest {daa li 1^ 
subject the whole after-war economic situatkii ^^^ 
thorough study. For this purpose the work It {Mtf^ I 
in the hands of specially constituted bodies wlio iii||^v V 
well equipped for the task. They are studying fhf0^ v 
problems in a scientific way with the eipectalllill^ ; * 
that their recommendations will be followed Iqr ^||i^v 
Governments in framing the post-war policy. SiMMi^^ 
we must look to European countries for our ett&ii|t \ 
lessons in drawing up our reconstruction systoal^;^: 
and since what they do will necessarily aSeet tnil^i^^ 
we should study at some length their proposed |ijp^|:^v 
construction measures. ^''^x^'^Mii^^^^ 

As a rule, this study of reconstruction is in ^^Wiitf ^'^ * 
of some specially appointed body, separate fiKMOfbi^Mfi^^^^ 
war organization, aided by numerous oonunyppgl^H^ 
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IN FOREIGN COUNTRIES M9 

whose function is to wcuJs: out various aspects dt the 
after-war problems. We shall discuss presently, in 
considerable detail, the plans of England and Ger* 
noiany ; but it is helpful at this point to outline the 
steps taken in these and other countries. 

In England the work is in the hands of the MiU"* 
istry of Reconstruction which is aided by numerous 
subcommittees. Somewhat the same method is 
followed in Grermany. Late in 1916, the Office of 
the Imperial Comiiiissary for Transition Economy 
undertook the task of framing a reconstruction 
policy. Its earliest functions were to study prob- 
lems related to the supply of foodstuffs and raw 
materials, exchange matters, and the distribution di 
tonnage. The Imperial Ministry of Economics was 
created on October 21, 1917, and the Imperial Com- 
missary was made subordinate to it.^ More re- 
cently, a greater council has been created composed 
of upwards of 250 members who are competent to 
speak with authority on the various matters that will 
confront the country after the war. This body is 
known as the Transition Economy Parliament.^ 
It is divided into some twenty subcommittees for 
the study of particular problems. 

Of all the belligerents Belgium is in the most cfy* 
ing need of a carefuUy planned policy of recon- 
struction. Practically the whole* industrial and 
social structure has been destroyed, and it will be 
necessary to construct a new organization as soon 
as possible so that the stricken country may resume 

1 BoMd of Tiade Joonal, Jan. 81. 1918^ I^. ICS ff. ^mL 



«9fO FBOB] 






(W 




vt'1.= ,'' 




promptly its varied activities.^ Ettfy 
1918, the King of Belgium created i^ 
Economic A£Fairs charged with the duty # 
preparation for this work. Aceoidiiig to ^ihl 
this new department is assisted by a coneft 
posed of about 50 members connected idlMk 
dustrial and social life of the country.^ 
extent, an organization created about th#'fiiif^l|^ 
May 1918, known as the Comptoir Natknial jpi^^ 
Reprise de TActivit^ ^conomique en Bdlgi^pM$^ii|| 
make provision for the material reconstructiott ^.flll 
country. This body is to help rejsrtxve indttsttgr^^NMi 
trade by assisting in the purchase of took ao^ iiffll 
materials and by directing the reorganizatioii df 
industries.' Since the whole economic life of 
country has to be restored, the Comptoir is liliti^, 
ested hi practically everything that contributet |^ 
a material way to that end. It will probably Mgtsii^ 
vise, or control the purchase of building matet$i||| 
leather, textiles, farm implements, chemical pfodli^i|', 
electrical supplies, and many other commodiNlMi 
needed for the prompt reSstablishment of biiiifii||||' 
In Italy, also, post-war problems are reeeilil|| 
active consideration. In May 1918, the Itil^lll; 
Grovemment established a central and two MoSilK^: 
conunissions, the first of the subcommissions ti^ 
with administrative, judicial, and social qu< 
and the second to study industrial, commercials 

^ Com. Rept., June 6, 1918, p. 897; O. B., Jan. 15, 1918^ p^lH 
Dig., Feb. IS. 1918. p. 221. 

* Com. Rept., June 6. 1918» p. 898. ^^;i^ 
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agricultural problems. The plan was to divide the 
auxiliary commissions into sections to be determined \ 
by the president of the cabinet, who, with the chair- 
m^i of the commissions and the directors of the 
groups, will constitute the central commission. 
Officials of the dvil service, and others peculiarly 
fitted to discuss specific questions may be invited 
to sit in counsel with the subcommittees. It is 
expected that the central commission will draft the 
general program to be followed, apportion the ques- 
tions to be studied among the subcommittees, and 
on the basis of their recommendations draw up a 
report for the Parliament.^ 

In the case of Spain, the Minister of Public 
Works has recently outlined an extensive program 
for the economic reconstruction of that country. 
The plan includes the nationalization of trunk rail- 
ways, and changes in legislation in regard to second- 
ary railroad systems; regulations of concessions 
granted for the exploitation of the large water- 
courses; extensive budgeting for public works; a 
modification of regulations in regard to mining; 
the creation of an agricultural credit organization; 
and the ^^ creation of an organization which will 
forthwith prepare the economic life of Spain both 
for the period of transition between war and peace 
and for the lines of policy which have to be fol- 
lowed after the war.'* * It is the intention of the 
Government to take a more active part in the eco- 

1 Com. Rept, June 6, 1019p p. 908; O. B^ June 11» 1918^ p. 10. 
> Com. Bept, Aug. 88» 1918^ p. 78a. 
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nmnic life of the oountiy than evwt^^ 

ister maintained that all his projeM* 

rection of increased interventi<m by tihe 

an economic nationalism whidi he 

absolutely indispensable in order that Spmllii^ 

end of the war, may not be ecoDoadbsM^ 

and financially despoiled. According to this 

policy, concessions both for mines and wal^ 

which the State may grant must be 

vate individuals and to enterprises which ac^^|lfiit|^ 

idled in Spain. The purpose is not so niudb'tii^i||^ 

ject the aid of foreign capital in the eiqploitoiiili^ 

the resources of the country as to render ftjW ^ ^ 

assistance unnecessary. At any events it is 

opinion of the Minister that where 

is invested in the country the enterprises si 

strictly regulated by Spanish laws, and that 

iness developed in Spain should be subject t0^i||ili£';; 7 

tional administrative and fiscal legislaticm.^ f^^^ Iv 

Other countries have planned a more or leii 
tensive system of reconstruction. In the ca»$i 
belligerents, these often include measures fc^-; 
restoration of soldiers to occupations, providioiiii 
raw materials and credit, and plans for ad 
housing of the laboring population. In mai^ 
stances there is a strong movement in favor oil 
proved methods of education and for state all 
scientific and technical research. ThrougfaoDd^4 
world, where coimtries have begim to plan Idi 
future, an extensive program of foreign tradt^i 

» Com. Eept., Aug. 28» 1918, p. 789. i^l 
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velopment is in contemplation*^ In Holland, m^ 
ganizations have reoenliy been created for ^be 
study of both concrete and general trade problems. 
The Commission for Economic Pditics, installed by 
the Minister of Agriculture, Industry, and Com- 
merce is to investigate various economic questions. 
The specific task of studying comma^sal develop* 
ment is in the hands of an Advisory Commission for 
the Foreign Economic Information Service, crer 
ated on July iy 1918, by the Minister erf Foreign 
Affairs. The Commission is to act as an advisory 
body to the Minister and is spedficaUy charged with 
the duty of obtaining the maximum benefits from the 
Netherlands Foreign Service.' Thus far, the plans 
of the Commission make provisions for the estab- 
lishment in foreign countries of diief consular <rf- 
ficers who will be afforded facilities for traveling 
about their districts in ordar to acquaint themselves 
with consular personnel and general economic con- 
ditions, for training of consular officers, and for the 
creation of a new kind of consul, — a so-called gen- 
eral consular officer, or consld general at large ; the 
plans also make provision for special experts, or 
technical advisers, to be attadbed to the various 
legations for assistance in particular cases.' 

We have already referred to the commercial ex- 
pansion of Japan since the beginning of the war. 
A new foreign bureau has recently been formed by 
the commercial interests of the city of Yokohama. 

^ C(»ii. B«pt., IvL 5,1917, p. 54; April S» 1918» p. 8S. 
*IHd., dept^, 191S, p. 98$. */W. 
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This organisation is said to be lili^ 
great commercial musemn to be bipl 
in the near future. An extensive 
developm^it is in prospect. TbeK ii tit 
vestigation of the foreign trade of hsgrnm^^l 
tion and exhibition of commercial 
purpose of familiarizing home produeefi 
customs, tastes, and manners of the pe0{A|^^ 
whom Japanese merchants propose to 
occasional exhibits for the study of fara^^iilM^ 
chandise.^ The Yokohama Chamber of CoaralMiiP 
has recently urged the Government to seiid «liit|^ 
technical and industrial conunissioners Ui^dl^ti^^ 
economic conditions in many of the ini|N(N^I|^ 
manufacturing centers of the world. ^^f^ 

Of all the countries, England has probab|^l|i 
augurated the most thoroughgoing plans bm WIJI0$1 
struction, and we may therefore look td this ooiMil||| 
for the most instructive examples. In S«|ilp^ . p 
ber 1918, Hon. Christopher Addison, 1^1^^ ' 
of Reconstruction, stated as the fundamentii|(|i^|j| 
of the work "better cooperation between 
and labor; better conditions of life; bettar 
ing; and better industrial methods.'' * This ii 
a meager summary of the plan, and it gives 
of the machinery by means of which these 
to be obtained. Such machinery, howev^i^i 
existence, and we shall study it shortly, 
troduction to the study of British plans we 

^ Com. Rept., Aug. 21, 1918, pp. 700-701. 
* Und., Nov. 1^ 1018, pp. OSlMlftS. 
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out the estimate of the Miiiister of Reconstruction 
of the effect of the war on the British frame of 
mind. Thus, said the Minister, the war ^'has re- 
moved some of our narrowness of vision; it has 
made us realize that a good many of our class prej- 
udices are wholly artificial and harmful. It has also 
shown very clearly that this country has never made 
as much use as it ought to have made of brains/' ^ 
It was the opinion of the Minister that hereafter 
industrial progress will demand a closer relation be- 
tween the factory and the laboratory, that the 
number of trained experts ought to be increased, 
and that there had been too much **stand-o£EUh- 
ness'' between the business of the community and 
the educational authorities. He recommended 
changes in all these respects. In a measure, this 
indicates the spirit of the reconstruction movement 
in England. The fundamental principle which is to 
form the basis of the new work is found in the pro- 
posed cooperation among all classes interested in 
production, including industrial managers, experts, 
educational authorities, capitalists, and laborers. 
The new order which is to be evolved out of the 
timnoil of the war is to be based on a thorough 
study of these relations. A complete survey of 
prospective industrial conditions is, of course* es- 
sential for any r^K>nstruction plan and an impor- 
tant part of the work of the committees is to make 
this survey. 
Since the English post-war plans are more thor- 

1 Com. Eipt. N<yv. 19, 1918» pp. 65JM58. 
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ou^ily ofganised tbaa any ci tiiilMt: 
to i]8» it 18 profitable to stwi^ thiBiii A 
First, we may present the oatlsM ol 
cation. According to a recent 
Bfinister of Beconstruotion, some 87 
ing into 15 groups, liave been appointed to 
many general phases of post-war conditicMMi^^ 

sunmiary given belowindicates the sc(^ of ib#inp^ 

(J). Trade development, under whidi 
five committees dealing with general ajqieeli^rv^i^ 
nine dealing with specific phases of the sifcniilMI 

(II). Finance, with two conmiittees. .■^::^^i^^ 

(HI). Raw materials, with six conoanittees. 

(IV). Coal and power, with two commitiMB 
four subconmiittees. M^ 

(V). Intelligence, with two conmiittees. '4# >: 

(VI). Scientific and industrial research, witih#l||| 
research boards, five standing committees, wmSMilS^ 
search committees, four inquiry committees, «w| 
three provisional organization committees. ' v;^^ ' 

(Vn). Demobilization and disposal ^ algpl^ 
with eight conmiittees. /-^^Ii 

(Vm). Labor and employment, with two IX^^^ 
mittees. ' ''''^^iv' 

(IX). Agriculture and forestry, with torn 000^ 

mittees. '''■'^0m'S, 
(X). Public administration, with six co: ^^jl^ul^^^;^ 

(XI). Housing, with four committees. 
(XII). Education, with eight comanitteei|) 
commissions. 'li^; 

1 Com. BepU March 6. 1918^ p. SM. 
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(Xm). Aliens, with two committees. 

(XIV). L^al, with three committees. 

(XV). Miscellaneous, with three committees. 

It is possible to give in greater detail the work 
prescribed for some of the leading committees. 
Within the Trade Development group are the com- 
mittees on Commercial and Industrial Polic*y, Bel- 
gian Trade, Trade Relations after the War, Chem- 
ical Trades, Engineering Trades, and the Industrial 
Development Conmiission which is studying eco- 
nomic problems of India^ and the Donounions Royal 
Commission. The last named body is charged with 
the task of reporting on (a) the natural jresources 
of the five self-governing dominions and the best 
means of developing these resources ; (6) the trade 
of these parts of the Empire with the United ISng- 
dom, with each other, and with the rest ci the wcnrld ; 
(c) their requiriements, and those of the United 
Kingdom in the matter of food. and raw materials, 
together with the available sources of supply. 
This body is to make recommendations consistent 
with the existing fiscal policy by which the trade of 
the dominions with each other and with the United 
Kingdom may be improved and extended. The 
conmiission which is studying industrial affairs in 
India has two important tasks : the first is to learn 
the new possibilities for the investment of Indian 
capital in trade and industry ; and the second, to 
ascertain whether the Government can give direct 
encouragement in any form to industry. 

The purposes of the Belgian Trade Committee 
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are to recommend methods of impMilllf; 
lations between Belgium and the Ui 
dom. The function of the Committee 4m 
lations after the War is to **inv( 
questions of trade relations after the ivif 
view to the successful promoticm of !ftpftiak 
and also with the object of dc 
the prevention of effective resumption nf 
many's policy of peaceful penetration*^ ¥i#i 

Among the tasks of the committees in 
nandal Group is the study of the financial reMillli^ 
of the United Kingdom particularly for the pistgp0k^^ 
o{ ascertaining whether such facilities **U»tm4»M^ 
means of existing banking and other finas^Ui^lMi^i 
stitutions will be adequate to meet the needi^^ ;^'^^ 
British industry during the period immediate^ i^'vl^ 
lowing the termination of the war, and, if a!Oi^:||^^ii^ 
what emergency arrangements they should be l^||^;^^ 
plemented, regard being had in particular |itf^|i|^-^^^^ 
special assistance which may be necessary 
facilitate the conversion of works and factoriei 
engaged upon war work to normal productioit { 
to meet the exceptional demands for raw nml 
arising from the depletion of stocks." ^ 
committee in this group is to recommend 
of liquidating debts arising out of the admi 
tion of enemy property.* ^^ 

The group of committees charged with tiNsl^! 
of studying the raw material situation is 
a most important function, for the prompt 

^ Com. Bept., Mazch 6, 1918, p. 854. f 
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derly r^Sstablishment of industry will depend as 
much on supplies of materials as upon financial 
facilities. Special bodies are investigating the ques-* 
tions of cotton growing within the Empire, the sup^ 
ply of edible and oil-producing nuts and seeds, 
and the supply of nitrc^en products ; another com- 
mittee in this group is investigating the general 
question of supplies. Some of its duties are to re- 
port upon (a) the nature and amount of supplies of 
materials and foodstuffs which, in the committee's 
opinion, wiU be reqmred by the United Kingdom 
during the period which will elapse between the 
termination of the war and the restoration of nor- 
mal conditions of trade; (b) the probable require- 
ments of India, the dominions, and the Crown Col- 
onies for such supplies at the close of hostilities ; (c) 
the probable requirements of belligerents and neu- 
trals for such supplies ; (d) the' sources from which, 
and the conditions under which, such supplies can 
be obtained and transported, and, in particular, the 
extent to which they might be obtained from the 
United Kingdom, or within the Empire, or from neu- 
tral countries; (e) whether it will be necessary to 
exercise government control after the war, and if 
so, the character of that control.^ The list of duties 
assigned to other committees covers an extefisive 
range of inquiries designed to reveal the industrial 
conditions the country will have to face. The in- 
vestigations will give the information necessary to 
serve as a basis for the reconstruction program. 

1 Com. Biptt Maveli Q» 1018b p. 856. 



AM FROB] 



'A'AZ 



<3» 




:;^iKM u-ii 




We should miss esatir^ €tiB itt0l^ 
oonstruction if we did not aiidmriist# 
laid on education and industrial iteft 
search. These are comer stones in tihii^ 
trial and social structure. The stud^f 
tional system is in the interest lioHr i^ 
education and of training for industry; ilMi' 
is to provide the student with the 
better social living and for more 
Thus, the work of the committees covets 
the whole range of education. The inv< 
include questions of adult education, the 
children who have been abnormaQy emplofeil' 
ing the war ; they include a study of the 
of teaching languages and sciences ; the q\ 
teachers' salaries is also made the object of 
investigation ; one of the aims is to learn tite 
of the differences in rates of pay in respect 
ities, duties, qualifications, sex, or any oth# 
sideration that may have a bearing on the q 

In the case of research, the work is in the 
upwards of twenty committees. In some i 
these bodies only survey the field for the 
giving advice as to the direction in whidbi 
gations are most likely to prove fruitfuli 
cases their duty is to direct the work. The 
fields covered by the research bodies are 
buOding materials, cements for lens^, 
lubricants, and the electrical, cotton, w 
worsted industries. The Cold Storage 

1 Com. Rept., March 6, 1918, pp. 857, SSI. 
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Board ^ appointed to organize and control inves- 
ligations of problems related to the preservation of 
foodstuffs. The Standing Committee on Engineer- 
ing, MetaUuigy, Mining, and Glass and Optical In- 
struments is to act in an advisory capacity in ref- 
erence to research in the industries suggested by the 
title of the committee. In the case of cotton, wool- 
ens, and worsteds, the committees are only provi- 
sional ; their particular duty is to organize research 
associations for each of these industries.^ 

Demobilization problems are among the first thJEtt 
must be solved. Men must be restored to industry 
in an orderly way, and war materials must be dis- 
posed of. The Government now possesses hundreds 
of millions of dollars* worth of materials in the form 
of arms, munitions, supplies, and scrap which must 
be located, inventoried, and stored until they can 
be disposed of. A particularly difficult problem will 
arise in connection with the future employment of 
men now engaged in the army, in government offices, 
and in the war industries. The future industrial 
peace depends in a large measure upon the success 
with which these problems are solved. Positions 
will be waiting for some; for others jobs must be 
found. Possibly, men who are needed at once in 
industry will be promptly discharged from the 
army; others may be retained under arms long 
enough for the newly established peace industries 
to absorb them. This phase of reconstruction work 
is in the hands ci the Demobilization Cottrdination 

^ Com. B«pt» Maidi 6» 1918» p. 858. 
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Committee, rq>re8eiit]iig the 

Office, and the Muiister of Labor^ 

to war materials, the work of formidiiiGiK 

the future is in the hands of the 

Stores Advisory Board. Its dufar is W^ 

the preparation of necessary inventories of 

and goods of all descriptions held by the 

departments, and to consider and adv»e 

disposal, or alternate form of use, of any pi!«pi||||^|i| 

goods which have or may become, during ■0St^'^siii^l0, 

termination of the war, surplus to the reqi 

of any department for the purposes of that 

ment. ^ ^ iwii, 

Some of the committees concerned with iii<tl!>Mi||^ 
and trade have rendered partial reports. Fron 
it is clear that at least three general p<dicfes 
advocated, namely, the utilization of the p 
industrial gains of the war, the promotion of a 
measure of national self-suffidenqr in the pi 
both of raw materials and manufactured 
and some means of defense against f ordgn 
tion during the reconstruction period. A mo&^di^. 
port on the iron and steel industry distingujahig 
policy for the years immediately following tiie>^^|itf > 
elusion of peace from that for the period whi * ■"^' 
dustry shall have become firmly settled. Tilt 
mittee recommends, during the reco 
period, the prohibition of all imports ci 
tured or semi-manufactured products of 
steel from present enemy countries. It ui|pi^ 

1 Com. Bept., March 6» 1918, p. 859. 
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over, that no raw materials be sent to present 
enemy countries from British dominions or colonies, 
and that enemy comitries shall not be supplied from 
mineral or other resources under British control. 
Likewise, with reference to shipping, the committee 
urged that British ships shall not carry raw mate- 
rials or manufactured iron and steel from neutral 
ports to ports in present enemy countries, or to neu- 
tral ports for ultimate shipment to such countries, 
and it advised that careful consideration should be 
given to the question of permitting vessels of Eng- 
land's enemies to carry goods to and from British 
ports and to coal in any of the British stations. If 
these recommendations are carried out, the post- 
war resurrection of the German iron and steel trade 
will encounter almost insurmountable handicaps; 
indeed, her domestic industry will be seriously crip- 
pled, for Germany depends on British possessions 
for some of the essential materials that enter into the 
production of steel. Restrictions on coaling priv- 
ileges would cripple Gremuui shipping in many parts 
of the world. 

Looking ahead to the period when normal condi- 
tions shall have been restored, the committee rec- 
ommended that an ''imperative function of na- 
tional poliqy'' demanded the continued develop- 
ment of the British iron and steel business and the 
rendering of the Empire as independent as possible 
of foreign sources of supply. A number of measures 
were suggested as ranedies for ''dumpii^." It was 
possible, for example, to initiate l^pslation like that 
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of Canada; or the 

which did not bear a dear SMalr^iif 

prohibited. Another way of nadiBg 

was to require foreign syndicateB to 

before disposing of their wares m 

terms of the license, of cour8e» coidd M 

products should not be sold m Englaii4^1f 

prices than in the home country. 

abroad could be depended upon to {mivide 

department with the information needed 

administration of the license system.^ 

The committee representing the engineeraiig 
made similar recommendations. In order tci 
itate the reSstablishment of home industry 
war, the committee was of the opinion tlurt^ tibij|j|||| 
portation of enemy products should be px^i^dBliili ^ 
for one year, except under license. To eooMWiiiiP^^^ 
trade among the Allies the committee auggesleil iii 
tain concessions on the one hand, and nn thn' tnill^l^ 
additional duties on the products of enemy 
tries. Meanwhile, it was urged that some 
ment department should be assigned the 
exercising special vigilance over man 
sential for the national safety, such as t 
magnetos, and that the development of raw 
rials within the Empire for such industries 
receive special government support.* i^^-^l 

In the case of the electrical trades, a 
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1 Com. Rept., July 29, 1918, pp. 87^877; Britidi Tk^ 
War, Cd. 8275, p. 88. (In Continuation of ParliameDtatjf 
8181 of 1916.) > Com. Kept., July 29, 191$^ fi 
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having tliis study in hand took the point of view 
that the importation of en^ny products should be 
prohibited for three years after the conclusion of 
peace, except that such goods might be brou^t in 
under license after one year. But whatever the 
source of imports, duties should be high enou^ to 
afford British manufacturers adequate protection. 
As in the case of iron and steel, measures were 
urged to protect the home industry against **dump^ 
ing." Even a more radical policy was recommended 
to prevent the interference of enemy capitalists 
with British industries. Thus, any concern engaged 
in electrical or related industries, if controlled 
directly or indirectly by foreign capital, should be 
prevented from continuing trade within the Empire 
unless specially authorized to operate its business, 
and unless its constitution was made public. Ac- 
cording to the committee's recommendation, legis- 
lation should provide that no more than 25 per cent 
of the capital of any electrical or related enterprise 
should be held, either directly or indirectly, by 
enemy subscribers or agents. All goods produced 
in foreign countries by companies controlled by 
enemy capital, or under enemy direction, were to be 
treated as enemy products.^ 

In connection with reconstruction policies there 
has been considerable discussion of amendment of 
the Companies Acts of Great Britain so as to pre- 
vent interference with British industries through 
that form of penetration which aims at control 

^ Com. Bflpt^ Jnl^ t9, 1918, p. 877. 
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throu^ share ownersh^. Hmm^ it, 
however, in devising a aatirfietoijr 
plan lor the r^^ulation of inveftsiMfti 
the objection of interfering with the 
openness of the markets, and of t^idjwg 
British enterprises of the supp<Mrt d 
A recent report to the Board of l^rade 
Minister of Reconstruction reviewed the 
of legislation and came to the conchisiMa 
few exceptions, r^ulation was not 
Witnesses examined by the committee Wiie^ 
shades of opinion, from those who fav0iini| 
closure of enemy holdings to those who 
opposed such proceedings. The ocmimi^M^ 
vised that one of the great difficulties ini^a|pil|^: 
disclosure was that shares were frequently 
trust, and that it would be practically im] 
require sufficiently frequent declarations to talgjl^ 
of new transfers of stock. To require that 
forfeited, if transferred to aliens, appeared 
committee to be neither practicable nor ad' 
As to the suggestion that British control of 
dustry was assured if British boards of 
were maintained, the committee replied thai 
was no way of guarding against alien influ 
British directors. The committee suggeste^i 
feasible method of regulation the division 
panics into three classes, designated A, B» 
Class A was composed of enterprises in whifl|||j 
influence had no significance. In such 
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^ Com. Rept., Sept. 11, 1918, p. 948. 
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regulation was not necessary. Foreign capital for 
these industries probably was obtained from coun- 
tries against whom discriminatory restrictions should 
not be imposed. Any distinction among aliens as 
to nationality would be undesirable, since such a 
distinction would involve the disclosure of aliai 
ownership, and this would both require complicated 
machinery and would impede investments in Brit- 
ish securities. At any event, should it be deemed 
advisable to discriminate against "aliens, the com- 
mittee thought that restrictions should be limited 
to a very brief period after the conclusion of peace. 

As to industries included in Class B, — compre- 
hending shipping enterprises, — a different method 
of treatment was urged. Here, the committee sug- 
gested the amendment of the Merchant Shipping 
Act of 1894 so as to exclude shipping corporations 
whose stock was owned largely by aliens. But the 
total exclusion of aliens was not r^arded essential 
to the national safety. Possibly a limit of 20 p^ 
cent might be a safe proportion. ''If this limit is 
to be adopted,'' said the committee, ''it would be 
necessary to provide for disclosure of nationality 
and against the allotment or .transfer of shares 
above the prescribed limit. Bearer shares must 
consequently be forbidden.** ^ 

In the case of Class C, covering "key industries/* 
the committee recommended special supervision by 
the Board of Trade. No attempt was made to de- 
fine "key industries," but the committee thought 

> Cdm. Bflpt., SepL 11» mQ» p. 949. 
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that it was posaiUe to deflM 1^ 
temis the charactairticB of msujk 
the ai^lication in particular 
Board of Trade. It was 
Board be authorized to inquire at ai^ 
a company in Class A was carryfiiiif ell V 
dustry/' and if such was the cas^ tkii 
should be listed in Class C and beeoiliii 
all the regulations of that dass. The ffiP 
limit suggested for the shi] 
recommended for Class C. 

From the point of view of general 
policy, English opinion is undergoing 
eral important conditions are respdudUe 
among the causes we may name the deflOM 
out some of the leading provisions of 
Economic Pact, to foster closer economic 
with different parts of the Empire, and the 
obtaining more revenue in the least buri 
to meet the huge war debt. The general 
inquiries with reference to the future of Bri 
may be obtained from the following 
posed for the consideration of the 
Commercial and Industrial Policy.^ The 1 
tained the following questions : (a) What i 
are essential to the future of the Empire, 
steps should be taken to maintain or 
them? (b) What steps should be taken 
cover home and foreign trade lost during 
and to secure new markets? (c) To what 
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and by what means, can the resources of the Em^ 
pire be developed? {d) To what extent, and by 
what means, can the sources of raw materials within 
the Empire be prevented from falling under foreign 
control? Some of the resolutions oi this com- 
mittee indicate that the post-war policy will be 
characterized by special efforts to increase both in 
England and in the Empire the supply of foodstuffs 
and of raw materials, that some form of the prin- 
ciple of preference may be tried, and that there 
may be introduced a wider range of customs duties 
both as fiscal measures and as a basis for commercial 
treaties with neutral and allied countries. The 
question of preferential tariffs has been discussed 
on a former page.^ It is evident from a study of 
the various reports that a distinguishing mark of 
British commercial poliqy will be a new spirit of 
enterprise which will manifest itself in a keener ap- 
preciation of foreign market conditions, in a more 
thorough study of foreign markets, and in improved 
machinery for trade which will include better intel- 
ligence service, improved means of communica- 
tion and transport, and the development of some 
form of investment banking suitable for colonial and 
foreign exploitation. Possibly the policy will in- 
clude government assistance in some form. 

The reconstruction policies as applied to labor 
have been fairly well worked out. One of the fun- 
damental purposes involved in the plans is to secure 
closer cooperation between employers and work^ 
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men with the object of i»eveii1i 

securing greater productivity, and 4I 

assistance of both groups in solviii^ 

struction problems. For exam]^ tlMi» 

to peace industries of soldiers, and €§ 

war industries, can be accomplished vmA 

through organizations in which trnf^o^/^efi^^ 

workmen cooperate.^ Possibly thare is # 

tion in this of democratic control over 

but persons, in England who use 

us to be cautious of its meaning. It does ws^ 

the demand of workmen for participation in 

trial management, including the buyiiig iift^^llp 

materials, selling of jSnished products, and ^^idl|^||^ :^^^ 

exercises of trained judgment and expenemi0^.:^§^r^C 

are brought to bear by business men.*' ' lg| ^i||| | ^ ''^- 

are willing to leave these problems to indlMMl 

managers. But what is desired is ''conti^ " 

the conditions under which their own daily 

done. It is a demand for control over one m^S^^ 

that the most important side, because it J#|||p 

human side of the industrial process.** • i^? 

The plan proposed in the Whitley rep<^ 
has been accepted as a part of the Gov 
construction program, provides for the 
joint standing industrial councils represoiti 
ployers and workmen. The report out&NM^^' 
particular functions of these bodies. (%ie 
most important of these is to consid^ "a 

^ Mo. Rev. U. S. Bu. Lab. Sta., Maidi 101$i pp. 8| £ 
« Ilrid.^ Aug. 1917, pp. 187-1S8. • ^^ ^ 
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matters affecting the several industries and par- 
ticularly the establishment of closer oo(^>eration 
between employers and employed/* Questions re- 
lated to demobilization may be referred to these 
councils. These bodies may also be called upon to 
consider the problems of restoring trade union rules 
and customs suspended during the war. Said the 
report : ** While this does not mean that all the les- 
sons learned during the war should be ignored, it 
does mean that the definite cooperation and ac- 
quiescence by both employers and employed must 
be a condition of any setting aside of these guar- 
anties or undertakings, and that, if new arrange- 
ments are to be reached, in themselves more satis- 
factory to aU parties but not m strict accordance 
with the guaranties, they must be the joint work 
of employers and employed/* ^ 

The Whitley plan looks forward to a thorough 
organization of the labor forces of the nation, taking 
into account shop, local, and national groups. Thus 
said the report: ''The national industrial council 
should not be regarded as complete in itself ; what is 
needed is a triple organization — in the workshops, 
the districts, and nationally. Moreover, it is essen- 
tial that the organization at each of these three 
stages should proceed on a common principle, and 
that the greatest measure of common action be- 
tween them should be secured." ' District councils, 
containing representatives of trade unions and emr 

«U. S. Dept. of LalMr» BaL No. 887. p. tSl. 
•IM^p.8S0. 
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ployen, ate to be cfeat^ or 
ing mMidaery, for the pmpmim 
the various trades; in additkiit 
also containing representatives of 
workers^ are to be created in pwllisvdll^* 

• ■ ■ 

ments to work in dose col^>eration wiN;h 

national organizations. A long liirt of 

eral functions is submitted as the sphew 0I 

of the national councQs. This lii^ CMtaMlf 

duties as the following : the better utiKnliMi 

practical knowledge and experience of the 

people ; means for securing to the wodde^ 

greater share in the determination of the 

under which they work; the settlem^it ot 

principles governing the conditions of em 

the establishment of regular methods of 

for issues arising between employers and 

means of insuring to the working people fJbt 

est possible security, of earnings and eBqd^|^i|||||||| 

These councils are also to consider qui 

technical education and training, industrial 

and methods of improving industrial <Vi 

and processes.^ 

The authors of the Whitley report urged; 
present circumstances offered a great c^i 
for securing a permanent improvement in 
lations between employers and employed, 
failure to make use of this opportunity 
volve the nation in grave industrial difficultlMi 
the war. ""In the interest of the commimj^ 

^ U. S. Dept. of Labor, BuL No. 287, p. 880. 
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the report, **it is vital that after the war the co- 
operation of all classes, established during the war, 
should continue, and more especially with r^;ard 
to the relations between employers and employed. 
For securing improvement in the latter, it is essen- 
tial that any proposals put forward should offer to 
workpeople the means of attaining imjuroved condi- 
tions of employment and a higher standard of com- 
fort generally, and involve the enlistment of their 
activity and continuous cooperation in the pro- 
motion of industry." ^ 

Considerable emphasis is laid on the fact that 
these industrial councils are to play a "definite and 
permanent part in the economic life of the country,*' 
and that '^the Grovemment feeb that it can rely on 
both employers and workmen to co5perate in order 
to make that part a worthy one/* ' It is stated 
that the Government will need the *' united and 
considered opinion'* of each large industry in the 
solution of such problems as demobilization, the 
resettlement of munitions work<ers in civil indus- 
tries, the training and employment of disabled sol- 
diers, and in the settlement of apprenticeship prob- 
lems. The Minister of Labor has emphasized the 
fact that this program does not introduce a new 
element of state interference. The organizations 
are autonomous. The plan is to introduce into 
industry a larger degree of self-government with 
the hope of securing greater harmony and efficien<7* 

On a former page we referred to the Grerman 

iU.S.Dept€lUbQr»Biil.No.887»p.«80. ^IM, 
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oiganizatioii for the Audj of 
lema. Yfe mAy ^Sacxjm hxklBy »(mm 
plans. As in other European comrtiifetii^ 
first consideration is the 
tary and war industrial forces, 
dple established by the Goveniment» 
must be effected in such a way as to iffeiNili^ 
ployment and to provide labor as rapli^ 
sible for the most important industries, 
thorities have laid down the rule that no liiiil 
be discharged from the army who does nbl 
job in prospect. Those who cannot obtii&l 
tions will be retained for a time in the annj^ 
rule, the older classes are to be discharged 
the others in accordance with some esta 
quence» depending on their industrial, or 
sional importance. A suggested order of 
cation includes : (a) leading persons in the 
commerce, industry, navigation, and other 
branches; (6) heads of commercial, 
and agricultural concerns, and officials of t^ 
(c) independent manufacturers and agri< 
((2) civil servants of the States, provinces, said 
munes, clergymen, teachers, and employees of 
and private railways; (e) sailors and 
(/) skilled workers, — if they enter immedia' 
regular employment ; (g) imskilled workers i$ 
callings in which there will be immediate^ ' 
demand for labor; (A) students and oth^ 
who, at the outbreak of the w^, were 
themselves for a career; and, finally, (t) 
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from abroad. Demobilizatioii of the navy will 
proceed in the same order.^ 

The German trade unions have proposed their 
own plan of demobilization which should be ordered 
as follows : ^^The discharge of soldiers from military 
service is to be so regulated as to secure the im- 
mediate release of business men, technical experts, 
foremen, skilled workmen, and administrative of- 
ficials, who are urgently required for the restoration 
ol normal economic activity and for the resumption 
of operation of indispensable establishments. In re- 
leasing soldiers, preference should be given to those 
trained for an occupation in which there is a partic- 
ularly strong demand. Discharge in general should 
be eflfected with as little delay as possible.^ Pro- 
vision is also made for the restoration of pre-war 
working conditions and for the orderly settlement 
of disputes between employers and workmen.* 

Much of this program depends on the prompt 
reSstablishment of manufactures and the restoration 
of foreign commerce, for the. ability of industries to 
absorb workmen will be measured by the rapidity 
with which peace conditions are restored. But the 
problem of the restoration of industry is related to 
the supply of raw materials, and since many of these 
must come from foreign sources, the reconstructi<m 
program must include oonsideraticms of fmeign trade.; 
thus the questions are raised of provision of cargp 
space, financial facilitks, the rationing of a limited 

> EooooadG JonnuL XXVll, No. 106, p. 884. 

s Mo. Be¥. U. S. Bil. Lak 8U., Ainil 1018, 1^. 88 II. 
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supply of f <»dgii matafii^ W. 
tories, and problems of genenl ^iHlft; 
{oreign countries. 

Many of these problems have bMi 
by the various sections of the Imperii 
of Economics. The foundation of ttMHiii^li 
after-war organization is laid <m the 
of some of the great industries un^ 
central control.^ Organizations for 
cEOase of raw materials in foreign maricetSi 
collective sale of Grerman products, will p^'^ 
part in the reconstruction program. It is 
from this brief outline that, at least during 
construction period, a considerable part of 
industry will remain under government 

It is hardly necessary to point out by way ci 
mary that one of the outstanding facts 
with the post-war situation in European 
is that careful preparation is being made ifiM^ 
restoration of the future industrial estal 
Industry is not to be allowed to drift back to m 
footing. The prospective conditions are 
object of special study for the purpose of 
methods for the restoration of the peace ordet ^ 
as little shock as possible. The study is; 
government auspices, and undoubtedly the 
pean Governments will continue to exercise a 
measure of control until industry is firmly 
lished on a peace basis. How much control 
needed, how much aid the State must give» hsi$$ 

1 Com. Bept.» June 29» 1918, pp. IftSt&^lWf. 
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the contr(J will last, are in themselves questions 
which the reconstruction committees are supposed 
to settle. 

Undoubt^y, the conditions to be met in Euro- 
pean countries are much more serious than in the 
United States. There, the industrial disturbances 
have been much greater ; war control has been more 
penetrating, and the results have been more firmly 
fixed upon the countries. War debts are much 
greater m Europe than in the United States ; this 
fact will probably a£Fect their reconstructicm systems. 
Moreover, the dependence on the outside world 
both for raw materials and for markets for manii- 
f actures is much greater than in the United States. 
But this country is more or less interested in all 
these problems. The European policies will have a 
profound e£Fect on the foreign commercial develop- 
ment of this country. Their methods of conserving 
raw materials under their control, the energy with 
which they exploit the trade of distant countries, 
the freedom with which they permit foreign goods 
to enter their borders, their poliQr of disposing of 
their goods abroad, and their methods of discharg- 
ing their huge debts to the United States, are all 
questions in which our merchants and manufacturers 
are interested. 

In addition, this country has a large ntmiber of 
domestic problems to solve. Such questions as the 
following must be met promptly after the condu- 
sion of peace: the dissolution of the war organi- 
zations ; the general question of the relation of the 
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State to industry; tlie partiedaf iiiiil 
the future relation of our QofV&fBm0B0^ 
roads, telegraph lines, and to sh^pqplm* 
should be studying these probkms 
there are numerous questions of smalkr 
which can best be solved by a study ol' 
spective industrial conditions. Tlie €iA 
hurried investigaticm by congressioiial 
will hardly meet the present requiranenta; 
thorough and careful study is demanded 
be given by the old method. The old pofifSg^ 
vestigation resulted in fragmentary solutjoos^ >^ 
is needed now is a comprehensive plan of 
tion based on a comprehensive nationdii 
Such a plan can come only from a. body 
competent to make a thorouj^ study, 
dustrial conditions as a whole. This 
more task, namely, an outline of the 
problems of the United States and an 
the methods of attack. 
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CHAPTER IX 

A BECONSTBUCnON FLAN FOB THE UNITED 

STATES 

From our discussion of the results of the war it is 
clear that we have many new problems to solve.^ 
The most obvious are those connected with demobi- 
lization ; but there are many others which are apt to 
escape attention. These questions arise in both the 
foreign and domestic field ; they involve home and 
foreign poli^r. Again» some problems refer largely 
to particular industries; some to the broader as- 
pects of the relation of industries to each other, and 
some arise out of the relations of government to in* 
dustry. At first thought these seem to be separate 
problems; but they are not, nor should they be 
studied as such. Eadi bears some relation to the 
others, and usually the relation is very intimate* 

No one can deny, for example, that there is a 
close connection between the development of f OTeign 
trade and the growth of domestic industry, and as 
a result, between home and foreign industrial 
poliQT. Every important instrument which facil- 
itates the expansion of the overseas trade stimulates 
to some extent the growth of industry within the 
country. Improved methods of fordgn commercial 

I C!. Ciiap. Yn. 
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organisatioiit better tfpAMBm 

development of ocean dbqipiii|^' 

fordgn trade intdljgenoe aerviee^ 

ci banking f acflitiea, in the fitst ii 

of importance diieQy for the 

temal trade. But a moment's 

that aU these facilities affect 

perity of home industries. The growtil 

markets for raw and finished iHrodncts 

demand for the country's goods and 

stimulus to domestic industries. It has 

that the farmers of the United Stated hta^m^ 

little interest in the development of an 

but if merchant shipping under Amerkan 

larges the markets for wheat, flour, pork* hotdf 

boots and shoes, cotton and cotton goodhi^i 

clearly to the interest of farmers to see 

country is amply provided with an AmeriGii^> 

merchant marine. 



While, on the one hand, the growth of 
port business stimulates home industries, an 
ment of the import trade, on the other 
to the same end. Imported raw materialp 
quired for the founding and growth of maiigr 
tries; finished products brought in from 
afford business for all grades of marchani|; 
ability of foreigners to sell in our markets! 
their power of purchase. Thus, a who] 
pansion of the facilities for foreign trai^^^ 
benefits promptly to domestic farmers, 
turers, transportation agencies, and m< 
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framing an indiisixial poUqy for the coimtry, tba^ 
fore, we cannot ignore the fact that, aft^ ally these 
separate elements are but factors in the complete 
industrial life of the nation. If it were our purpose 
to develop this argument at length, we could pre- 
sent splendid illustrations from the development of 
poorer and more backward countries to show the 
enormous benefits they derive from their ability to 
market abroad their raw and partly finished com- 
modities, and to indicate . that their ability to pur- 
chase from countries beyond their borders rests 
largely on this stimulus. The dependence of inany 
of our own industries on foreign trade could also be 
shown. But our purpose is only to expound the 
fact that industries of every description, f ordgn and 
domestic, are interrelated, and that, as a anroUary, 
in working out our reconstruction poli^r we must 
consider the whole field as a unit; otherwise our 
solutions will be fragmentary and incomplete. 

Another important idea should be explained in 
this connection. We speak of extractive, manu- 
facturing, and commercial industries, of farmings 
manufacturing, transportation, and of banking, as 
if these groups were separate and distinct, and as if 
our national policy with regard to one were of no 
particular interest to the others. This, of course, U 
an error. These many groups only represent stages 
in the progress of commodities to the househ(^ 
consumers. On its way to the market any partkm- 
lar raw material has to be financed, transported to 
some factory for primary production, financed again 
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in its movemesat to anotlMT 
some f adxnry which oomi^rtii^ 
financed again, and tranqportoil tOk 
taflers, and to ultimate o 
roads, telegraph companies, mefdMErti^^ 
intervene at every stage of the ptmim^ 
from this that industrial changes wiie|i 
group of industries affect the othitv*^ I 
methods of extracting products bom- m^ 
mines, and waters affect the growth of 
and manufacturing industries. And ^tm 
is true. Of more significance, perhaps, is 
side of the process, namely, the develof 
commercial industries. Improvements iil^ 
portation and banking, and the growtib^ 
credit information service, have exerted a 
infiuence on the development of the 
manufacturing industries. All modam 
which is the product of division of labor i 
its forms, is a direct result of improvemait 
ing and means of conununication. From tidk 
of view, also, we come again to the cond^ 
in working out our reconstruction program 
take the comprehensive view of the sit 
industries, and all activities, which have # 
on the problem must be studied in their 
the industrial development of the country aa 
A comprehensive program is our goal, and 
short of this will afford an adequate sol 
after-war problems. M^ 

Lest there should be some mistake^ 
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added that the separation of our problems iind^ 
the captions of labor, management, conservation, 
and social questions results only in a fragmentary 
solution. Labor and capital are indispensable ele- 
ments in production of every kind, whether farming, 
mining, manufacturing, or what not. The conser- 
vation problem is not only connected with physical 
resources, but with human elements as well. The 
so-called social problems are found in every nook 
and cranny of industrial life. All this is too patent 
to require elucidation; yet we hesitate about ac- 
cepting the conclusion that there is no adequate 
solution for these problems which works with 
isolated groups. Thus, it should be emphasized 
that no fragmentary solution will satisfy our needs. 
What is demanded in our reconstruction program is 
machinery not only for the study of particular in- 
dustries, and of particular activities, but also of the 
relations of industries to industries, and social ac- 
tivities of important kinds to other important social 
activities. This is fundamental. Our goal is the 
development of the national industrial and social 
interest; to obtain this the industrial life of the 
country must be studied both as to its parts, and as 
to the relation of the parts to the whole. 

The reader may recall, from our discussion of 
reconstructi(m measures in foreign countries, that 
something like this method is being employed 
abroad.^ The functions of the subordhiate boc^, 
that is of the subcommittees, are to study some 
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particular i^haae of tbe 
the central oigankatums wiS 
the reoommeiidatioii8» give ^kem 
and on this basis suggest a Tplkm lAMk 
whole industrial and social fidUL ;v 
We may check with this prfau^^ 
proposed methods of meeting the 
trial situation. A number of metliodlyiif' 
are suggested. One is to let the sftuitmi 
of itself. Unless the statutes are 
the emergency laws will lose their f oroe 
shortly after the conclusion of peace^ Jii^ 
control goes, the country would tlieii hii 
stantially the same position as in Aprfl liNi^ 
port and export regulations, the food 
tion, the control of industries through the 
of the War Industries Board, and labor con* 
come to an end. The country would be left 
ever shifts it could make to get badk to # 
basis. Industrial managers would jf^mx^ 
old ; they would forecast market conditiiMBgl 
and finished products, and make their 
accordingly. Laborers in war industries* 
diers discharged from the service, wouli 
largely to their own resources to find 
The only plans for the future would be SQcli 
as separate industries, or perhaps groups of 
tries in coSperation, could work out for 
It can scarcely be said that the success olf 
gram would depend on the wisdom and 
the managers, for many conditions would 
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they could not oontroL Their difficulties would be 
increased by the unstable and uncertain oonditioiM 
after the war, 

A brief survey of the probable post-war ccmdi- 
tions will make this dear. Undoubtedly there witt 
be a scramble for a number of the important raw 
materials and for many finished products. iKm 
and steel, tin» copper, rubber, lumber, wool, leather, 
paper, and possibly cotton aiid the cereals will be in 
great demand. Domestic producers will meet in 
our markets foreign competitors. Many of the 
latter will probably purchase, not as individuals^ 
but combined in groups ; ^ possibly the supplies for 
some of the European countries will be obtained 
through a single purchasing agenQr.* Free and op&x 
markets, as Mr. Hoover has pointed out, may not 
exist again for some time. Group buying by f <^* 
eigners would put our producers at a serious dis- 
advantage. Orders on such a large scale will have 
a most potent e£Fect on disturbing the markets^ and 
under such conditions rumors and reports will have 
a greater influence on prices than ever before. 
These fluctuations in the prices of raw materials 
would impede th<e prompt and orderly reestablish- 
ment of industries. The uncertain conditions, m(»e- 
over, will be reflected in the markets for finished 
products. Prices possibly would be high, because 
manufacturers will be compelled to cover their pro- 
spective risks by unusual additionis to their costs. 

This drift metlM>d of solution would predude col-» 
>a.pp.iiaft. « Cf . pp. Mt flp. 
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lective actum on the part ol 
would proceed without a sfcudgr 41 
dustiies to each other, and willi|QMt i| 
the industrial situation as a whole* 
graph, and shq>ping problems woidd 
treatment. Thus, the defects of lli&i 
that it is planless, it proceeds with0irit^||< 
hensive survey, it leaves the industxkii isi 
try to be afficted with all the evib 
uncertain post-war conditions, and it kii4| 
meal solution of our problems. Under liiijj 
industrial society would be groping in the 
A second method of approadiing omr 
problems is to continue the emergeiu^ 
might be urged that the present o: 
be left intact with each division workniK 
same field as at present. It might be 
since this machinery has been used to wmd 
control it could be profitably employed 
unwinding. Undoubtedly something can 
in favor of this policy. A great 
existence, a trained sta£F is already at 
each of the war divisions has a thorough 
of its own particular field. But, on the ol^he| 
there is much to be said against the con 
the present war organization for reco: 
poses. If it is to be utilized, some new 
must be added and some of the present 
dropped. Unless it is our intention to 
import and export control there would 
use for the War Trade Board. Mudb olf 
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ganizatioii of the War Industries Board could not 
be utilized in the post-war period when large scale 
government buying comes to an end. On the other 
handy the present war organization contains no 
machinery for handling demobilization probl^ns» 
and it contains no facilities for making the compre- 
hensive survey of post-war conditions. This is a 
prerequisite for any adequate reconstruction pro- 
gram. In shorty if the present organization is con- 
tinued, it will be necessary to give it an extensive 
overhauling. Even then, this reconstructed war 
organization could not perform the task of providing 
for the post-war readjustments as well as some new 
body created especially for that purpose. In the case 
of a new reconstruction organization, attention could 
be concentrated entirely on post-war problems^ and 
personnel could be selected particularly for the Wm'k. 
A third method, therefore, would be to put this 
work in the hands of some central committee or 
commission. It has been suggested that such a body 
should be constituted of members of the Senate 
and House of Representatives. Thus, according to 
the resolution of Senator Owen, introduced on Sep- 
tember 28, the committee on reorganization should 
be composed of six senators and six representatives, 
'^fairly representative of the Democratic and Be^ 
publican Parties, to be nominated by the party 
organizations of the two Houses and approved by the 
respective Houses.' V Service on the committee is 
to terminate H the member ceases to be a memb^ of 
Congress. Vacancies are to be filled m the same 
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ocmimittee is to be aiitlioffiMd t^^^ 
assistance as it may de&a 
services of experts, aad nuQr^ m 
otherwise, send for persons or 
oaths . . • and repwt sudi heanngi iU| 
in connection with any subject beioffi^ 
resolution contains an outlii^ of the 
mittee is to perform. It is to ^maks an 
investigation and report to Conpess not 
January 1, 1919, and from time to time 
with suitable recommendations upon the 
ization required for a return to the 
peace of men and women, capital i 
supplies now employed in war/' The 
to propose ways and means by whidi scdd|«|)| 
persons engaged in war industries may foi 
ployed; it is to recommend methods by 
^^ capital, credit and labor of the Amerieaii 
after the war may be actively employed in 
tion and distribution of goods at home and 
the supply and distribution of raw ma 
food products arranged to this ^id ; to rqN»% 
the construction of national hard-surfaeed> 
throughout the United States ; building of 
and coastal canals, reclaiming and culti^ 
swamp knds and arid lands, utilizing water 
and' the permanent maintenance of .the 
merchant marine, and in general to respot^^ 

^ Cong. Beooidp Sept. 28, 1918, p. llTiW (S. Con. Bii. 
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those problems arising from the change from the 
activities of war to those of peace." ^ 

In short, this body is to hold hearings, coUeet 
data, receive advice from various industrial inter- 
ests, and, on the basis of its findings, make recom^ 
mendations for legislation. This plan reminds us of 
the traditional method of preparing for legislation 
in the United States. The objection to it is not 
that it is traditional, but that it fails to meet the 
requirements of the case. The situation is new. 
We have never before faced problems of the presait 
magnitude. The prospective conditions demand 
careful scrutiny by persons who are specially pre- 
pared for the work. The problems are too niunerous 
and too intricate for solution in the customary way 
by congressional committees. As we have urged 
above, no program will meet post-war emergencies 
which is not based on a comprehensive view and on 
a thorou^ study of the whole industrial field. It 
is not unjust to a committee, such as the one pro- 
posed in Senator Owen's resolution, to say that it 
could not deal in a satisfactory manner with prob- 
lems of the present magnitude. In the brief period 
allotted for the work, — it is to make a preliminary 
report, and presumably its most important report, 
not later than January 1, 1919, — this committee 
could not possibly study even the most impcnrtant 
elements of the problem, nor could it obtain a com- 
prehensive view of the situation. At best» its In- 
vestigations would be hurried and superficial, and 

^Cong. Beooid, Sept tS, 191«» p. 117M (S. Con. Bcs. 8t). 
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its program would pr6tMfy 
tions. 

The plan is faulty in another' 
the war we have adc^ted the 
operation between government 
men who are directing the induattiil 
war are, as a rule, leaders of industirj lilHi 
called upon to lend their services to thi^ 
for the period of the war. Hie tadk ol 
for peace is of no less importance than 
ganizing for war, and practical businesi 
urgently demanded for this task as for 
confronting us. It would be a step 
Congress to revert to the old method of 
organization composed exclusively of 
bers for such work. The war policy has 
secured the cooperation of business men, 
given the Crovemment the benefit of the 
knowledge of persons who are most 
on industrial matters. The best results i 
after-war problems can be obtained by 
and developing this policy of cottperatidaii 
the leaders in industry should be given m 
nity to share the burdens of framing iltii' 
struction program. 

The ^^ Joint Congressional Committee os' 
struction" proposed by Senator Weeks is 
the same objection as the organization 
the Owen resolution. According to SaialNill 
plan, the committee is to be composed m 

1 Cf . p. 150. 
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ators and six representatives selected as follows: 
^* Three Senators by the Democratic Senatorial 
caucus, three Senators by the Republican Senatorial 
conference, three Representatives in Congress by 
the Democratic House caucus, and three Represent- 
atives in Congress by the Republican House con- 
ference." ^ In addition to other objections^ there is 
no reason why this body should be so carefully 
balanced between Republicans and Democrats. Re- 
construction matters are principally economic af- 
fairs; the requisite for membership in the recon- 
struction organization is peculiar fitness for this 
particular undertaking. It cannot be too strongly 
emphasized that the post-war readjustments are 
among the greatest problems that have ever been 
presented for solution ; for this work the prime con- 
sideration is the selection of properly qualified men. 
The Weeks resolution outlines at great length the 
work the proposed committee is to perform. The 
main captions are the following: (a) Problems af- 
fecting labor; (6) problems affecting capital and 
credit; (c) problems affecting public utilities; (4) 
problems resulting from the demobilization of our 
industrial and military forces ; (e) problems affect- 
ing the continuance of existing industries and the 
establislmient of new industries ; (J) problems re- 
lating to agriculture; (g) problems affecting the 
adequate production and effective distribution of 
coal, gasoline, and other fuels ; (h) problems rdated 
to shipping, including shipyards, and especially 

1 Cong. Beooid, Sept f7, t»W^ pp. U70D-11768 (& Cbo. Bm. UK 
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with regard to the nle^ 
or kasiiig of both jrudi mud 
ditions and the diqKMutaon fd 
the Govemment during the ^mt^ 
now on the statute books, with 
peal, extension, or amendmepti , 
arising during the change from tibt 
to the pursuits of peace.^ 

The mere outline of the woA hm 
committee indicates that the subject 
chiefly to industry. By implicatkiii« the 
conditions, and the recommendations 1^ 
should be in the hands of persons who hmf% 
and talent for the work. 

The third reconstruction plan thtis far 
into Congress comes nearer satisfy!]^ tllfifp 
the case than the proposals of Senators 
Weeks. On October 8, Senator 
duced a bill providing for the creation ol a 
Commission on Reconstruction.' A( 
measure, the commission is to be co: 
members to be appointed by the Presidei^ 
with the advice and consent of the 
proposed duties of the conmiission are *^til 
into the problems and conditions that 
out of the war and that may arise out of 
tion of the economic, industrial, and social 
Nation from the state of war to the stat^ 
and with a view of meeting, as soon as 

1 Cong. Record, Sept 27, 1018, i^. 11760-11768 ($. 
*lbid^ Oct. 8, 1018^ pp. 11074-11075 (B- 4068). 
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problems and conditions before their solution k 
actually forced on the Government, the commis- 
sion shall report to Congress from time to time the 
results of such investigations with reconmietidations 
for new and additional legislation/' ^ The com* 
mission is to employ economists, investigators, special 
experts, and others to assist with the work. 

The success of such a commission would depend 
largely upon its composition. Unfortunately, ae* 
cording to the terms of the bill, the proposed body is 
to have political complexion, for it is required that 
**not more than three of the commissioners shall be 
members of the same political party.'' ' It is not 
necessary to repeat our former argument on this 
score. The proposal, however, errs in anothar re- 
spect. As in the case of the Owen and the Weeks 
resolutions, this commission is to be a government 
body. It will not make use of the cottperation be- 
tween government and business which has char- 
acterized much of our war activity. An organiza- 
tion, constituted in a different way, which would 
give the leaders in all important industrial spheres a 
voice in planning for reconstruction would accom- 
plish the best results. 

We might suggest, therefore, the kind of or- 
ganization which would hold out the greatest promise 
of success. Two distinct tasks must be met by any 
reconstruction organizaticm. The first is to make 
the survey of particular fields of industrial activity 
for tl^ purpose of making recommendations; and 

t Oxig. Bmi4, Get 8^ mSl pp. 11974-11975 (S. 4M8). <IW. 
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the seoond is to assemble 
mendaticHis for the purposie ol 
hensive program. The latter 
the construction of a consirtent^ 
gram. The work must be 
must be reconcfled, and a plan 
promote economic progress. Tlie lifll 
the survey, and of framing the 
covering particular economic aotivilie% # 
for any one body to perform. It ma|r 
ably be left in the hands of 
because they can make a more intelMive 
because the men who are to serve oft 
mittees may be selected on account of 
edge of the field. But the assembling attii 
of the proposals of the subconunittees is tl|i| 
a body which is competent to survey the 
Thus the reconstruction organizatimi 
posed of a central committee, or co; 
subconunittees. The function of the 
mittee should be to outline the work, tO 
investigations, to give counsel and advi^^ 
the findings and recommendations of 
mittees, and to submit the complete 
program. The subcommittees will have:tt^ 
of interests in common. Many of theibt 
terested in methods of supplying raw 
financial facilities, in foreign trade pd&^| 
tions of transportation, in labor poHqur, 
in problems of education and scientifiii,^ 

^ a. Britiab Trade Alter the War (Londcm* 1014^ CMt 
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One of the important functioiis of the o^itral dom^ 
mittee should be to secure uniformity in the reports ; 
dose supervision will be required if this consistaugr 
is to be obtained. 

Since there are many fields of industrial activity, 
the number of subordinate organizations will be lai|pe* 
It may be remembered that, in the case of the 
English plan, there are upwards of eighty such com* 
mittees.^ An adequate method of meeting this 
part of the program would be to constitute these 
committees according to the plan of the various 
organizations connected with the Council oi Na- 
tional Defense, or of the subsequent war service 
committees.^ With the work divided in this man- 
ner, it could be performed thoroughly and quickly, 
and by men who are properly qualified. A partial 
list of the subcommittees would include the fol- 
lowing : coal, fuel oil, iron and steel, copper, lead, 
zinc, shipping, railroads, inland water transporta- 
tion, banking, foreign trade, cotton goods, woolens, 
rubber, building trades, labor, conservation of nat- 
ural resources, educational and industrial research. 
It would probably be found advisable to subdivide 
the work of the committees working in the jpartic- 
ular fields. 

The central committee should be composed of 
members of Congress and of repre9entatiire busine9s 

^ Gf . tuprop p. 079. 

* Gf . Fint Amuial Beport of tiie Cooncil of NatioiMl Def^me^ pp. ST 
ff.; Natkm'a Bouimb. Wbmuj 1918^ pp. 50^58; cf., §SkiK p. lW«f 
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men. The odngreauonal meidNil 
connecting link between the 
ness. Since the reconstructioD 
presented to Congress, it wouU be iMie #1 
of the government members to nJMH 
posals, together with reasons and 
central committee might be amiposed of 
sons of whom two are Senator and two 
tives in Congress. The other deireii 
should be men engaged in leading in< 
tivities; the list should include persons wiUl 
knowledge and experience in banking, 
transportation, manufacture, labcHr, and i 

At first thought, this seems to be a 
between the congressional committee and tiH; 
emment commission method of studying 
problems. It may be regarded m sudi; blfti| 
bodies the advantages of both methods and 
the disadvantages. The plan is reco] 
the fact that it would secure cooperation 
business men of the country; moreover^ 
formation would be gathered at the souxoiri 
orderly way by men who are in contact 
dustry; the recommendations would 
advice of men who are experienced in in< 
fairs. On the other hand, the final studji 
reconstruction program would be in the 
conmiittee which was better prepared fot 
task than a committee constituted in ai^ 
way. 

The first task of the central reconstrui 
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ization will be to survey the field for the purpose of 
mapping out the work of investigation and report. 
Many questions requiring study will be found to 
overlap. The work assigned to one committee will 
involve that given to another. This is a conse- 
quence of the interdependence in economic life. It 
will thus be impossible to organize the fields of 
study so that each investigating body can go its 
own way without reference to the work of other 
bodies. To give several examples: The com- 
mittees assigned to the study of foreign trade will 
find shortly that their work will carry them into the 
field of domestic industry. When they submit 
their reports, it will be necessary to deal not only 
with questions of foreign commerce, but also with 
many features of domestic industry. Again, when 
various committees take up the study of demobi- 
lization they will discover at once that this is not 
wholly a government problem, but that the policy 
followed in discharging men from the service, and in 
the dispqjsal of war materials, will have a notable 
effect on home industries. That the reconstruction 
problems overlap is not a serious difficulty. By 
conference among the conmiittees the Contiguous 
problems may be studied and recommendations can 
be made consistent. Each conmiittee, therefori^ 
may concentrate (m some definite field and confer 
with other committees where the problems are in- 
terlocking. Indeed, this is the only way to pr^More 
a report whidi is to contain a comprdiensive plan 
for industrial reorganization. 
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Tlie reooDftraetioii 
gether in a few groups. TUm 
ing flolutioii are rdated to 
groups will iNresent two pliasss> liK 
questions in which the Gowmm(stA0 
terested, including (a) the rcs t osa lta^ d 
service to nonnal industrial activ^Mif 
posal of materials and stores, and (s) ^ 
ssation of the federal executive 
have been distorted by the war wosIe. 
aspect of demobilization is primarily a 
industrial managers. It indudes sudh 
(a) financial facilities with which to.effeel 
war reorganization ; (6) the provision of m0: 
rials necessary for the prompt 
industry ; (c) provisions for supplying laboi tJi 
industries, and machinery for tiie adj 
labor disputes ; (d) methods for the proi 
development of domestic mdustries, and 
tions of industrial research and of edu< 
ing for business. 

That these questions require thorou|^ 
fore the inauguration of the reco: 
gram hardly needs argument. Such a 
of our laboring population is either in tlie 
service, or in the war industries, that 
order would result from the adoption ol 
method of drift in settling after-war 
problems. If for no other reason, the 
several million men have been drafted mttl 

makes it incumbent upon the Gov< 
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vide for their welfare during the p^rkid <rf fea^ 
justment. But industrial and social conditions aM 
also involved; these conditions demand scmie 
machinery for the cnrderly restoration of men to 
peaceful occupations. It is undoubtedly true that 
many of the vacated places will be waiting for the 
men after the war, — provided business is not seri- 
ously disturbed during the process of reconstrudion. 
It is true, also, that many of the men called into 
service under the recent law will return to schools 
and universities. But this will be the lot of only a 
small percentage of the total. The great majority 
of the men, both in the aimy and in war industries, 
will require the assistance of some employment or- 
ganization to enable them to obtain work. It may 
happen that the revival of the peace industries will 
be so rapid that they can absorb returning soldiers 
and workers in war industries ; but the problten will 
still exist of bringing men and jobs together. 

It will be the peculiar task of some committee to 
decide upon the wisdom of making large appropri- 
ations to establish sddi^rs, and perhaps workers in 
war industries, upon the soil. This proposition re- 
quires careful study. It contains the poosability of 
wasting millions of dollars in fruitless effort. The 
plan must be studied in connection with numo^us 
problems of farm management sudi as the economic 
size of the farm, methods of marketing, accounting, 
purchase of supplies, the kinds of crops to raise, 
questions of financing the new farmer. An impor- 
tant element in th& problem is the matt^ of mak- 
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ing social life <m the fam Blttet00i^. 
spective soldier-farmer has not liilii 
the country, or if he has not nodmA 
tion in an agricultural sdbiod, he hit. 
long period of discouraging app 
possibility of an unfortunate 
granted all the while, that the piMpeeti^ 
satisfy his present ambitic»is. It is a 
however, that after the 
the war the thoughts of the discharged 
not turn toward the farm, but in the 
activity of some kind in the industrial eeabamf 
many enterprising men, the prospects in i 
and conmiercial ]ite will be the more invitnig^^ 
sibly some plan of business education under 
ment auspices whereby men may receive i 
while engaged in an occupation would be 
solution of this problem. 

Questions relating to the disposal of 
materials and stores require careful inv 
At the end of the war the United States wS 
owner of iron, steel, and copper in various 
factured forms, of wagons, trucks, rolliim 
railway materials, warehouses, and of sup{4lt 
sitioned for war purposes. It will also 
financial interest in port facilities and shipphm^ 
in this country and in France. These 
represent the investment of many millioat 
lars. The question of saving or losing hiige 
involved in the method employed in 
this property. It must be inventoried. 
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stored, and some policy must be developed for its 
disposition. This is the task of another committee. 
We referred above to problems which will o(m«- 
front industrial managers at the close of the war. 
One of these is the matter of ** financial facilities." 
It is by no means clear that the industries of this 
country will require some special kind of support in 
making the transformation from war to peace pro- 
duction. If assistance is needed, there is still the 
unsettled question of the form this assistance should 
take. This, of course, is not a matter of short time 
loans, — of discount of commercial paper, — for in 
this field our facilities are already adequate. But 
it is a question of finding credit for capital pm*- 
poses, that is, for the erection of plants, and for 
the purchase of machines and tools. It is probably 
true that the demands upon financing of M^b kind 
will be enormous. In addition to the needs of in- 
dustry, funds will be required for building oper- 
ations on an unusual scale, because of the postpone- 
ment of such enterprises, and for public utilities 
which have done their share of conserving during 
the war period. With reference to industries, some 
companies have already made ample provision-f or 
the prospective requirements; others are strong 
enough to finance themselves; but it is possiUe 
that- some enterprises will require assistance. 
Whether this should be obtained through the or- 
dinary channels, or through some govemmrait 
agency is a matter whicdi requires serious study. It 
wouM be unfortunate for aid to be offjsred in any 
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The question of ''finandai fmeSmi$ 
lated to another post-war 
supply of raw and finished prodMfe 
remembered that buflding opetatkBi 
largely suspoided, that many of the 
industries are working only on part 
the conservation plans of the GovemsMfai 
duced the supplies of many finished 
that stocks of many raw materials have 
exhausted, it can be understood that one of 
tasks confronting the country is to 
various deficiencies. Until this is done, 
will not be ready to resume normal activitiel^ 
demand for some commodities will be TitSP^ 
Possibly the supplies of materials will not be 
to meet the immediate needs of all prodiMMll: 
that event, it may be deemed desirable to 
for a time the present war priority 
that the most important industries may b#^ 
first. In some European countries, where il 
sidered highly important to restore foreign 
once, serious attention is being given tO tlwi^ 
of granting preferences to those industriM f 
provide commodities for export. Priori! 
ments are also in prospect for the limited 
shipping space. In short, industries are t^ 
tioned in their receipt of raw materials friwa 
in their use of domestic suj^lies, and in thdbiti 
available tonnage. With the United Staflil 
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axe not serious problems. But in view oi the pos- 
sible demand for raw materials it may be dbratied 
neceissary to give a prefer^ioe to industries wh^ 
supply the most important commodities. 

Whether such a policy is necessary can only be 
determined by a survey of plant conditions and of 
the present supplies of raw and finished products. 
This task will fall to committees representing 
groups of industries. The recommendations for a 
reconstruction policy covering these features should 
originate with such committees. 

Another serious problem confronts industrial 
managers. . Not only will they have to investigate 
conditions affecting the future supply of labor, — 
a matter which will bring them to some extmt in 
contact with the demobilization policy of the Gov- 
emmenty — but they must study the future rela- 
tions between employei^ and workmen. An English 
writer has stated the problem as applied to his 
country as follows : ^*The task for the young and 
energetic employer of the future • . . will be the 
reconstruction to a certain extent of the relations 
between employers and employed. That they will 
be different in form from the conditions existing 
before the war I very much doubt, but in spirit 
they will have to be very different.'* Elsewhare he 
said: ^'Labour will come back from the war im- 
bued with greater energy, with a keenar desire for 
justice and with a certain spiritual element in its 
character which will be the most formidable part of 
the problem that will have to be faced. This 
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spiritual dement, the deriie ta diilii 
on more exact notions of jiutifie^ iw 
character to the movanent whidi ft 
will be many eiq>erimenti in a wcfalfciifeH 
which cannot, in the nature ol > f^Vn i pt fi 
successfully beyond a very little wi^« 
will not alleviate labour unrest, and any 
on the part of Labour members and 
these socialistic efforts have failed becaime 
not been given a fair chance will opmk thii 
revolution. To prevent this is, I thidk, #Mi; 
task before the employer of the future." ^ -^^t) 

The outlook for the United States ii mt 
rious as for England, as pictured by tibibr 
yet the problem is one which requires stud^^: ^ 
old relations between employers and mat hm 
materially changed by the war r^^ulatioaiikv ; 
principles of adjustment of disputes have beot 
wide acceptance. Even if employers wishai 
establish the old order, it could not be dome 
a clash. Moreover, even now, in many i 
industrial relations have not been worked 
way that gives satisfaction either to emp 
men. Soldiering, labor turnover, lack of 
corps, and unrest are among the greatest 
inefficiency in business. The most im; 
the management problems is to create a 
titude towards work which will enoourasi 
to give their eager support to their m 
this end caimot be reached until some 



Ati 



'f9^''l X 



^^m-' 



■^^^'^'^. 



fc'-' 



^u.. 



%:U-: 



^ Dibblee, op. ed^ pp. 04, 00. 



'^.^ >: 



m 






RECONSTRUCTION FOB UNITED STATES 8S5 

found to the four evils named above. In the after- 
war period, when all the resources of the country 
should be devoted to the prompt and orderly re&- 
tablishment of business, it would be a serious handi- 
cap if disa^eements were to arise. This, of course, 
is partly a question of wages and profits, — t.e., a 
distribution problem, — but it is also partly a mat- 
ter of the attitude of management towards labor, and 
the reverse. If managers must educate workmen to 
their point of view, laborers abo must educate man- 
agers to their way of seeing industrial relations. 
Much more than mutual understanding is required, 
for such understanding must be based on a knowledge 
both by employers and by workmen of industrial 
conditions and of the action of economic forces. 
The task of learning such conditions, and the oper- 
ation of such forces, is a field of study for several 
other reconstruction committees. One part of their 
work will be to find some satisfactory method for 
bringing employers and laborers together for dis- 
cussion. Whether we, in the United States, should 
adopt the principles of the Whitley report,^ or 
whether we should find some other method of ad- 
justing grievances, is a matter for these reconstruc- 
tion committees to decide. It might be added in 
this connection that the tendency has been growing 
during the war to adjust the wages question on the 
supposition that the workman's compaisatioii » 
principally a matter of distribution, — i.e., a mattar 
of wages and profits. The relation betwe^i wages 
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A second great group of reconstmotioii 
has reference to the relations of 
dustry. Some of the leading 
are the following : (a) Methods of relaxing 
control; (6) formulation of a govemmcails 
with reference to railroads, telegra]^s, att# 
shipping; (c) measures for the protection 
motion of foreign trade ; (d) methods of 
enemy property, and the future policy 
ence to foreign investments in the Unile(l« 
(s) the relation of the Grovemment to 
dustry which involves the future attitttdif ^ 
Grovemment towards big business; (J) tibm 
lation of a general government policy 
issues as conservation and developmetii 
natural resources, reclamation of swamp 
lands, improvement of rivers, building of 
the construction of canals, irrigation, 
the development of water-power projedUl 
tional problems, and the question of Statl 
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leadership in scientific and industrial research. We 
may discuss some of these problems briefly. 

From our study of the develc^ment of war con* 
trol the reader is now familiar with the war (»g«n^ 
ization of the United States and its effects upon in- 
dustry. If the war statutes are not continued, much 
of this control will end automatically shortly after 
the conclusion of peace. But the question is raised 
whether it will be safe to release this pressiure at 
once, in view of the prospective uncertain condi- 
tions. What would be the effect on the supply of 
foodstuffs, and upon food prices, of a sudden cessa- 
tion of regulations ? Without the assistance of some 
institution like the War Industries Board, how would 
industries fare, which are seeking to get back to a 
peace basis? In view of the proposals abroad to 
inaugurate systems collective of buying and sellmg, 
would it be safe to leave American industries un- 
protected, or is a body, similar to the War Trade 
Board, needed to defend our trade? If European 
countries continue to r^ulate their commerce by 
war-time methods, would not our traders and man- 
ufacturers suffer in the absence of some machinery 
for r^^ulation ? These questions must be answered 
by some reconstruction committee. 

With regajrd to railroads, it was constantly urged 
that the system of r^^ulation existing before the 
war was bringing many roads to grief; now, many 
persons insist that the railroads must be returned to 
their owners. But if they are returned, soufte form 
of govemm^it r^ulation will be required. What 
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Should these vessek be owned and opsi 
United States? If so, what effect wiB 
have on the relations of our Govemmei^ 
Governments, and to foreign private owned 
companies? How would such ownersh^i 
development of American commerce? M 
sels are sold to private companies w31 it hm 
to operate them at a profit under the 
ping laws of the United States ? Suppose 
not be operated at a profit, should we pafmH 
to pass to foreign ownership, or should the 
ment come to the aid of the shipping 
granting subsidies or assistance of some 
future of our merchant marine is mvolv^i 
answer to these questions. We should 
comparative costs of shipbuilding in tiie 
States and in foreign countries and the 
the differences; we should know also tbfril 
advantages and disadvantages of apeamXaas^i^ 
under the American flag, together with tiM 
involved. These questions can only be 
a dose and unbiased study of the facts, s 
mendations are worth very little unless 
such a study. 
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other serious problems. European counlries are 
contemplating great changes in their foreign trade 
policy. . We must study thcdr measures, estimate 
the effects on our industries, and be prepared with 
a plan of oiur own. A feature in the prospective 
foreign trade relations which is largely escaping at- 
tention is the shift in the United States from a 
debtor to a creditor position. Many of the ele- 
ments in the new situation will tend to promote 
the import rather than the export trade. They will 
bring foreign producers more and more into com- 
petition with home producers in our home markets. 
We are now receiving large interest payments on 
oiur foreign loans; the loans themselves will be 
paid back sometime in the future ; we will presently 
have a merchant marine to carry our own and for- 
eign trade with the result that in place of making 
payments abroad to cover freight bills we will be 
receiving large payments. That we are now in a 
position to finance much of our foreign commerce 
will somewhat diminish our obligations to foreign 
countries. How will these various obligations to the 
United States be discharged? What form will the 
payments take, and what will be the effect on for- 
eign and domestic industry? Payment in gold is 
out of the question. No doubt foreign countries 
would be glad to discharge their debts by eiqKXrt- 
ing commodities. This would i^ovide a great out* 
let for their manuf actwes, but it might have a se- 
rious effect on our own industries which had to meet 
the foreign competition. We mi^^t adc^t the 
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A third great group of reconstructi<m 
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with the proceeds of taxation, but we eill 
somewhat the burdens of future taxes by 
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(a) to find the ways and means of 
omies, and (6) to devise a system of raisi«# 
which suits our industrial and financial 
This latter investigation will lead to the 
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itig our natural resources so that th^ may be made a 
source of considerable revalue. 

# 

No doubt many persons abeady have fixed opin- 
ions as to how these questions, and many others we 
might have presented in our outline, should be 
answered. We must beware of ready-made solu- 
tions. The answers are not at hand because we do 
not know the facts and conditions which would nat- 
urally affect our conclusions. If the solutions were 
known, reconstruction committees would not be 
necessary. The function of these committees is to 
study facts and learn industrial conditions which are 
to serve as a basis for the reconstruction program. 
Economic reconstruction is one of the greatest prob- 
lems we have ever been called on to solve. It 
is a PROBLEM which should be worked out like 
those with which engineers and school men are 
familiar, — not by the expression of opinions, but 
by toilsome and unbiased study, by assembling and 
comparing data, and by drawing conclusions from 
investigations. This is the only method by which 
worthy results may be obtained. A program, which 
is the product of tibis method, may be accepted with 
confidence. No one would have any faith in it if it 
were presented after only hasty and superficial in- 
quiry. It is understood, of course, that the ulti- 
mate aim is not the promotion of this or of that 
favored interest, but the ultimate eccmomic welfare 
of all interests, — the promotion of industrial prog- 
ress with all that implies. The task is a great 
one, but its very magnitude should provide the 
incentive for thorough and scientific work. 
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''BriUimd S^Muto ^ Urn Wmlis Pm9 PfMmm^ . 

The Great Peace 

By H. H. powers 

Author of "America Among the Nations,". "The TUnga Men 

Flc^t For/' etc 

GMf J2m0f Saas 

''What shall be the terms of the peoples' peace — the 
Great Peace? What are the principles of that better state- 
craft which has been slowly and half unconsdoualy taking 
shape in tihe minds of those who through the will to victory 
have slowly won the right to will the world's peace? And 
what do tliese principles require in the way of concrete ad- 
justments and arrangements among the mountains and the 
rivers and the seas where men ha ve chanced to be bom and have 
snugly nested themselves in the traditions, the prejudices, 
the loves, and the hates of a hundred generations?" It is 
with such questions as these that Dr. Powers is concerned. 

''The necessity for speed laid upon the author found hun 
amply prepajred by study, travel, training and practice. 
However hiuried his task of writing, his arguments and 
conclusions are manifestly results of long, eamesti soberly 
measured and carefully digested thought. Presented in thie 
author's graphic, comprehensive and impressive sQrle, th^ 
constitute, in effect, a due to the vast labyrinth throupi which 
the Versailles conference must shortly wander distraught.'' 

"The peace conferees took a dictionary and enc^rdopedia 
along for a Ubraiy . They should add Mr. Powers' book -» 
it would be hdpf ul amid even a stock of universal knowl-* 
edge." — The PhOaddphia North American. 

"The terms of peace to be agreed upon must be based on 
the fullest recogmtion of the special problems and wishes ci 
the associated nations. The problem of problems is the 
control of the sea. . . . These questions are disciused with 
thoughtf ulness and clarity, and a wide graap of drcuiH^ 
stances and difficulties." — The DekaU Free Press. 
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By VREDEBIC a. 0G6 
Ptoieiaor of Ptittdcil Sdeaee in Um IMvtti^ of \l^^^ 



AMD 

CHARLES A. BEARD 

Director of the Buicau of Munk^ Reaeaix^ New Yoric ^ 

In this new volume Professors Qgg and Beaid |^ 
us a fuller realization of the bearings of govemmentij 
organization and practice upon public weD*belEigy m 
better knowledge of the political e3q>e]ience and ptob^ 
lems of other peoples, and a new enthusiasm for natioigl 
and international reconstruction on lines such as wffl 
conserve the dearly bought gains of the recent conflict 
In dealing, as it does, mainly with a comparative ezpo#* 
tion of political institutions, ideals and practices;'^ 
national and international — this work will enable us 
to trace their power in contributing to or detradiisK 
from human welfare. 

A good part of the book undertakes to show whi^ db 
heritage and genius of the principal peoples lat^ «|h 
gaged in the World War have meant in the shaping 
contemporary political institutions and ideas, llii 
great changes wrought in governmental oigankati^ 
and procedure during the war are carefully d( 
beside pointing out dearly the major political prol 
that remain for settlement during the early yeiip 
peace. 
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League ci Natkm. Vols. I and II 

By THEODORE MARBURG 



Eaeh$j6o 



** This little book is a history of the movement in the 
United States to secure action by the United States and 
other nations, after this great world war, looking to the 
establishment of a Les^e to Enforce Peace. Mr. 
Marbur|^, the author, is a student of international law, 
a publicist, and a diplomat of marked ability and learn- 
ing. . . . Mr. Marburg, with Mr. Holt of the Inde- 
pendent, was the first to move for the formation of a 
League to Enforce Peace, and has been most diligent 
and effective in promoting the League ever since. . . . 
I hope that Mr. Marburg's little book will be widely 
read." — Hon. William Howard Toft, in Preface. 

The End <rf the War 

By WALTER E. WEYL 

Author of " American World PoUdes," " The New 

Democracy," etc. 

Ujoo 
" The most courageous book on politics published in 
America since the war began." — The Dial. 

" An absorbingly interesting book ... the dearest 
statement yet presented of a most difficult problenL" — 
Philadelphia Ledger. 

" Mr. Weyl says sobering and important things. . . . 
His plea is strong and clear for America to bc^ to 
estabash her leadership of the democratic forces of the 
world ... to insure that the settlement of the war is 
made on lines that will produce intematiofial amltjf 
everywhere."— N. Y. Times. 
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War and Revolutioii io Riiwa^^l^lit^^ 

By CtenotAL BASIL GOVPOUGO 

The £i-<3iid of tbe Knariui Inqiedil Ctea^ 

HE. 

Gcnend GooAo'k memoin aie of seal lilitoiie l»l^ Harefai||ifi|M^ 
deiciibiiig eveatt from the mobiHiairtiin of tibe Ruadbli ini#lo1w 
time of tkt Ttar's abdicatkm. By that time Gcoenil GoodKi fr ^ 
irigned end had been arrested and confined in tlie fortfwi jOf Sll. 
and PauL Tlie deso^itions of battka and Gaaaqpaign% el ifti 
winter of 19x5-16, of the entry into Roumania, are thefinl ti» hi 1 
from the point of view of a general on tlie field. Tlie nmider <i 
tin, the political dianges preceding tlie revolntkui, Kerend^ 
it^ in government, the first effects of the revoliitiovi — all Hieae ' 
are faitluiiny and di^NMsionatdy reported. The bodk is ded~ 
the genend's heroic wifcL wiio was kiUed mhat tiie Gcfmiiis 
handaging station bdiind the French lines. 






Recollections of a Russian Diplomat 

By Bakon EUGENE DE SCHELKING 

Besides being an amazing and stirring story, this is a permaneatilyillH^ i 
portent historical document. It qntomizes the case of the ptnfhr4sK$t-)^ 
democratic government against government by autocracies and iiiitwi"'-4 
ming chanc^ories. The writer escaped from Russk by pawaisiisjw: 
wife^i jewels. He came to Canada and dectrified the readeii of ilpi** 
ican papers by his revelations of court life in the Balkans. He ' 
theinevitable end of monarchy: there never was a clearer case of 
Bis volume opa a with an account of the dosing years of the 
of Alexander m; then amies the story of ^^cholas and Us n' 
The German Emperor and his rdations with Nicholas^ tibe 
actors in the Balkan affairs, the n^^tiations preceding iU 
entrance into the war, the conditions of the court under the 
of Rasputin, and the character of the chief miidsters, ace aomei 
topics taken up in the different chapters. Fina% thoe is f 
diwnisaing the course of the Russian Revolution. 
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